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1 May, 2003
(864) 458-0379

jim.fannin@us.michelin.com

VIA FEDERAL EXPRESS
Mr. Rafael A. Casanova, Remedial Project Manager £:! j
U.S. Environmental Protection Agency, Region VI ^ ^
Superfund Division (6SF-AP) ^ :;
1445 Ross Avenue, Suite 1200
Dallas, TX 75202-2733

— :°
Re: Sfar Lake Canal Superfund Site, Port Neches, Texas >;. ~- f

3; ' • •'
Dear Mr. Casanova: : co

This letter and its attachments are Michelin North America, Inc.'s ("Michelin") response
to your agency's Request for Information Pursuant to Section 104(e) of CERCLA (hereinafter
"the Request") for the above-captioned Site. While Michelin did not receive a request directly
from your agency, we are responding on behalf of the Goodrich Corporation ("Goodrich") for its
former ownership of a portion of the Port Neches, Texas synthetic rubber manufacturing facility.
Michelin is successor-in-interest to certain tire liabilities of the BFGoodrich Tire Company, as will
be more completely explained below. Michelin is also responding for a predecessor-in-interest
at the Port Neches synthetic rubber complex, the Uniroyal Goodrich Tire Company ("UGTC"), as
detailed below. We note your agency attempted to contact UGTC; however, Michelin does not
have a location at 280 Park Avenue in New York City and Capitol Commerce Reporter, Inc. has
never been retained by nor does it have authorization to accept service on behalf of UGTC or
Michelin. Finally, please note that Michelin has not owned or operated theAmeripol Synpol
facility since December 17, 1992, so Michelin's answers will only address operations up to that
date.

Michelin appreciates the extension of time in which to respond to your agency's
Request. In addition to the undersigned, the following persons assisted in the preparation of
this Response: Beth M. Ellis (Michelin Legal Assistant) and Llewellyn Levi (retired employee
and consultant). Responses to the requests are provided on information and belief, based in
many cases in large part on historical records and individual recollection. Michelin reserves the
right to supplement or correct the information provided, should further inquiry or subsequent
events so warrant.

GENERAL OBJECTIONS

1. Michelin objects to the Request on the grounds and to the extent that the Request seeks
to impose upon Michelin obligations relating to the identification and disclosure of confidential
information, including information that is protected under the doctrines of attorney work product
and attorney-client privilege, that are different from, other than, or in addition to, those
obligations set forth in 40 C.F.R., Part 2 and CERCLA Section 104(e)(7).

2. Michelin objects to the Request on the grounds that it implies or infers responsibility with
respect to hazardous substances that is different from or broader than that imposed by Section
107 of CERCLA, 42 U.S.C. §9607.

Michelin North America, Inc.

One Parkway South
P.O. Box 19001
Greenville, South Carolina 29602-9001
Tel: 864/458-5000 169570



3. Michelin objects to the Request on the grounds and to the extent that it seeks to impose
upon Michelin obligations relating to the investigation for, disclosure of, and representations
concerning any information responsive to the Request that are different from, other than, or in
addition to Section 104 of CERCLA, 42 U.S.C. §9604.

Without waiving the foregoing objections, below are Michelin's answers to your agency's
Request for Information.

PART A RESPONSES (Facility):

Questions 1 and 2. Ownership: Michelin is a New York corporation, with a principal place of
business at One Parkway South, Greenville, South Carolina and is a wholly-owned subsidiary of
Michelin Corporation, which is also a New York corporation. Michelin is an indirect subsidiary of
Compagnie Generale des Etablissements Michelin, a French company that heads up the
Michelin Groupe. A copy of the 2001 Annual for the Michelin Group is attached. It includes a
list of affiliates. The 2002 Annual Report has not been distributed yet, but will be available
online at: http://www.michelin.com/corporate/en/documentation/documentation.jsp. As noted above,
Michelin sold the Ameripol Synpol facility (the "Rubber Plants") in December 1992 to the
Gantrade Corporation, which has operated the facility as Ameripol Synpol Corporation ("ASC")
since that time. Prior corporate history is as follows:

• World War II: the U.S. Government built two styrene-butadiene rubber ("SBR")
manufacturing facilities in Port Neches, Texas. On behalf of the government,
Firestone operated the "North Plant" from 1943 until 1947 and the B.F. Goodrich
Company ("BFG") operated the "South Plant" from 1943 until 1955.

• 1947 -1950: Firestone ceased its operations at the North Plant in 1947 and the plant
remained idle.

• 1950: the U.S. Rubber Company (also known in later years as Uniroyal, Inc.)
reactivated the North Plant.

• 1954 - 1955: U.S. Rubber entered into a joint venture with Texaco, Inc. in late 1954,
with 50% ownership by each party, to acquire the North Plant. The joint venture was
called Texas-U.S. Chemical Company ("Texas-US"). Operations commenced under
Texas-US on April 29, 1955.

• 1955 - 1980: in addition to the North Plant acquisition, Texas-US also purchased a
50% ownership in the adjacent butadiene plant (also known as "Neches Butane")
from the government. The remaining 50% portion of Neches Butane was purchased
from the government by a joint venture between BFG and Gulf Oil Corporation,
known as Goodrich-Gulf Chemicals, Inc. ("GGCI").

• 1955 - 1969: GGCI operated the South Plant. In 1969, BFG bought out Gulfs
interests in both the South Plant and the portion of Neches Butane operated by
GGCI and operated both under the Ameripol, Inc. name.

• 1969 - 1980: BFG continued to operate the South Plant and its portion of Neches
Butane. In 1980, it sold its half interest in Neches Butane to Texaco, Inc.

« 1980: As of August 1, Uniroyal "traded" its ownership portion of Neches Butane for
Texaco's portion of the North plant. The resulting North Plant operations, Synpol
Inc., became a wholly owned subsidiary of Uniroyal.

• 1983: BFG transferred the responsibility of the South Plant from the "B.F. Goodrich
Chemical Company" to the "B.F. Goodrich Tire Group." The South Plant became
known as the Ameripol SBR Division.

• 1986: Uniroyal transferred Synpol, Inc. from its Chemical Division to its Tire
Company and then "spun off its Tire Company. BFG spun off its B.F. Goodrich Tire



Group and these two tire-manufacturing entities merged to form the Uniroyal
Goodrich Tire Company ("UGTC"). By August 1, 1986, the merger of Ameripol
(South Plant) and Synpol (North Plant) was completed and the physical divider
between the two facilities was removed.

• 1990: An affiliate of Michelin completed its acquisition of UGTC.
• 1992: UGTC's divestiture of the Rubber Plants was completed as of December 17.

Question 3. Corporate Documentation: As indicated above, the ownership history of the Rubber
Plants and Neches Butane is rather complex. Due to the volume and number of transactional
documents responsive to this Request, Michelin will provide copies of the documents to your
agency upon request. Additionally, it is our understanding, as Counsel forASC provided
Michelin with courtesy copies of its responses, that documentation for several of the
transactions was produced to your agency by ASC in those responses.

Question 4. Facility Information: Below is a list of responsive drawings included herein, in the
order in which they are enclosed. Michelin has not located any aerial photographs. Additional
facility information concerning operations at Neches Butane or the Rubber Plants would been
maintained at each facility. Information pertaining to Neches Butane's operations would have
been transferred to Texaco in 1980, when BFG and Uniroyal divested their respective interests
in that facility and Michelin would have never had possession of such information. With respect
to the Rubber Plants, Michelin has not owned or operated the facility since 1992 and such
documentation would no longer be in our possession or control.

Drawing No./Description: Date:
E-9400 (Acreage Map) 06/06/1955
136-B-2 (Piping & Utilities) 06/07/1980
G-2738 (Plot Plan) 09/23/1980
F-3142-001 B (Plant Map) 11/14/1986
F-3142-001 C (Plant Map) 11/14/1986
F-3142-001 D (Plant Map-Hazardous Areas) 06/12/1987
8826-1 0 05/20/1988
8826-31 05/20/1988
8826-2 1 05/20/1988
8826-51 05/20/1988
1758D001 11/10/1992
1758D002 11/11/1992
1758D003 11/18/1992
1758D005 11/18/1992
E-1883-2C (Proposed Cell Arrangement/Landfill) 11/14/1988
Sheet 10 (Final Plat) 09/22/1980
Sheet 11 (Final Plat) 10/27/1980
Sheet 12 (Final Plat) 09/24/1980

Question 5. Solid Waste Management: An onsite landfill was started at the Port Neches
complex in 1969 on land owned jointly by Texas-US and BFG. The operation's acreage was
increased in 1980. The landfill's location is noted on several of the drawings enclosed,
particularly on Drawing No. E-1883-2C ("Proposed Cell Arrangement, Common Landfill Area").
Wastes from Texaco's Neches Butane operations and the Rubber Plants were disposed of at
this landfill. Michelin's records indicate that the Texas Water Commission issued a landfill
permit and a reference to said permit is included herein on a listing of permits in effect as of
December 17, 1992. Waste streams from the Rubber Plants handled at the landfill from 1969



until 1992 included paper, pallets, process plant sludge and solids from the two facility settling
ponds, off-spec rubber, and old catalyst. Michelin does not have any knowledge or information
regarding disposal subsequent to December 1992. Prior to 1969, plant wastes were
transported offsite to the Bailey and Sara Jane Road Sites. Michelin assumed PRP
responsibility for UGTC at the Bailey Site, which is currently in the O&M phase under the
auspices of your agency. BFG and Texas-US apparently participated in a state-supervised
closure of the Sara Jane Road Site in the early 1980s, along with American Cyanamid. EPA's
1991 Multimedia Audit Report is enclosed herein as a reference and is responsive to this
request.

Question 6. Compliance History: Leaks, Spills, Releases: In response to this question, Michelin
references the EPA 1991 Multimedia Audit Report and the Texas Air Control Board's 1990
Order No. 90-09, which are enclosed herein. Except for the enclosed reports, Michelin has not
located any other evidence or information indicating that any leaks, spills or releases of any
substances, including hazardous substances, occurred at or from the Rubber Plants.

Question 7. Permits: Michelin is no longer in possession of the permits related to the Rubber
Plants, as they were transferred toASC in the 1992 Asset Purchase and would be maintained
at the facility. Michelin does have a listing of the permits in effect as of 1992 and a copy of said
list is enclosed herein.

Questions 8 and 9. Groundwater/Surface Water Contamination: Other than the documentation
enclosed herein, Michelin has not located any other evidence or information responsive to this
request.

Question 10. Site Investigations: In response to this request, Michelin references a number of
sampling analyses performed in 1989 by Engineering Science and Savannah Laboratories
enclosed herein. EPA's 1991 Multimedia Audit Report is also considered to be responsive to
this request. Except for this data, Michelin has not contemplated or performed any
investigations of the groundwater, surface water or soil at the facility, as it has not owned or
operated the Rubber Plants since 1992.

Question 11. Availability of Information: As indicated in prior answers, Michelin has not owned
or operated the Rubber Plants since 1992; accordingly, much of the information sought by your
agency would be in the possession of the current owners. Information responsive to this
Request has been included herein and Michelin again reserves its right to supplement its
response should additional relevant information be located.

PART B RESPONSES (Canal):

Questions 1 and 2. Ownership/Operations of Star Lake Canal: Based on information in
Michelin's possession, it is our understanding that the Canal was acquired by GGCI in April
1955 from the Rubber Producing Facilities Disposal Commission. As explained above,
Michelin's predecessor-in-interest, BFG sold its ownership portion of the Neches Butane facility
in 1980 to Texaco (as Texaco Butadiene Company); this sale also included the conveyance of
BFG's portion of the Canal. For your reference, a copy of the General Warranty Deed, dated
December 29, 1980 is enclosed herein. A similar arrangement was made in the 1980
arrangement between Uniroyal and Texaco, whereby Texaco received Uniroyal's ownership
portion of Neches Butane in exchange for Texaco's ownership portion of the North Plant. Three
of the enclosed blueprints prepared for Texas-US in 1980 show the Canal and its easements



(Sheets 10 through 12); Michelin has not located any other documentation concerning any
Texas-US ownership or any of the entities' operation of the Canal.
Question 3. Solid Waste Unit Releases/Hydraulic Connections: As noted on the blueprint
identified as "Sheet 11" enclosed herein, the solid waste landfill owned and operated by the
Rubber Plants and Texaco was adjacent to the Canal. Additional details on the landfill and its
proximity to the Canal are noted on the blueprint entitled "Proposed Cell Arrangement: Common
Landfill Area." Additionally, Michelin references the EPA's 1991 Multimedia Audit Report,
enclosed herein. Except for the enclosed information, Michelin has not located any other
evidence or information concerning the quantities and types of materials handled, construction,
closure activities or corrective actions during the time in which its predecessors-in-interest had
ownership responsibilities for the Canal.

Question 4. Compliance History: Leaks, Spills, Releases: Michelin has not located any evidence
or information concerning leaks, spills or releases of any substances, including hazardous
substances, during the time in which its predecessors-in-interest had ownership responsibilities
for the Canal.

Questions 5, 6 and 7. Permits: Since Michelin never had ownership responsibility for the Canal,
it does not have any environmental or dredging permits for the Canal, nor does it have any
environmental reports concerning the Canal.

Question 8. Sampling: Since Michelin never had ownership responsibility for the Canal, it has
not performed or contemplated performing any sampling of the sediments in or around the
Canal.

Question 10. Site Investigations: Since Michelin never had ownership responsibilities for the
Canal, it has not contemplated performing or performed any investigations of the groundwater,
surface water or soil on or around the Canal.

Michelin asks that future correspondence regarding the Site be directed to the
undersigned at: 1401 Antioch Church Road, Greenville, SC 29605, as well as Ms. Beth M. Ellis,
Legal Assistant, Michelin North America, Inc., One Parkway South, Greenville, SC 29615. She
may be reached at (864) 458-5640 or via email at beth.ellis@us.michelin.com.

Sincerely yours,
MICHELIN NORTH AMERICA, INC.

James D. Fannin
Environmental Engineer

Enclosures
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UNITED STATE ENVIRONMENTAL PROTECTION AGENCY
SURVEILLANCE BRANCH

REGION 6 DALLAS, TEXAS

TOXIC RELEASE REDUCTION PROJECT
AMERIPOL SYNPOL COMPANY- PORT NECHES, TEXAS

PHASE B MULTIMEDIA INSPECTION
JANUARY 14-18, 1991
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TOXIC RELEASE REDUCTION PROJECT (TRRP)
AIR TOXIC EXPOSURE AND RISK INFORMATION SYSTEM (ATERIS)

MULTIMEDIA INSPECTION
AMERTPOL SYNPOL COMPANY - PORT NECHES TEXAS

This report is prepared as part of the Regional Enforcement Pilot Project that focuses
obtaining reductions in risk due to toxic chemicals emitted from industrial sources in
Region 6. The purpose of this report is to gather information to better define toxic
emissions at Ameripol Synpol and to insure facility compliance through multimedia
inspections. The term multimedia includes at a minimum the Regional air, water,
hazardous waste, toxic substances, wetlands, groundwater, superfund, underground injection,
groundwater, underground storage tank and pesticides programs.

A compilation of reports was generated from a multimedia investigation in support of the
TRRP at Ameripol Synpol Company (ASC) performed on December 10-14, 1990 and
January 14- 18, 1991. This multimedia investigation was conducted in two phases (Phase
A was conducted during December 1990 and Phase B January 1991). This report will
follow the following format: 1) Introduction, 2) Summary of Apparent Violations, 3)
Technical Reports, including attachments, and 4) an Addendum to the report containing
laboratory analyses with conclusions based on data interpretation and the effect on the
facility compliance. This addendum will also include photographs.

Each of the individual program specific inspection reports are attached separately in the
Technical Reports document. The majority of the inspection reports address the specific
program media and facility units in which it was investigated under. However, there are
a few reports that address the complex as a whole. This approach is necessary due to the
regulatory status of the facility. The information in this report was compiled by Charles
Faultry, Inspection Team Leader, 6E-SC.



INTRODUCTION

Description of Project/Investigation

The TRRP Multimedia Investigation is part of a Regional Pilot Project requested by
EPA's Deputy Administrator Habicht on December 15, 1989. The focus of the project
takes a dual approach for reduction of toxic emissions. The first approach will initiate a
review of selected sources identified in the recently released Headquarters (HQ) Air
Toxics Exposure and Risk Information System (ATERIS) list of January 2, 1990, also
referred to as the "Waxman" list, to explore (1) the possibility of reducing toxic emissions,
(2) insuring compliance with all regulatory provisions and (3) conducting a complete
multimedia risk assessment. The second approach involves a multimedia compliance
investigation and subsequent multimedia risk assessment of selected facilities in the target
areas to explore the potential for risk reduction. Personnel from all Divisions within the
Regional Office and State Agency will be participating in this project. ASC was one the
five targeted facilities that were identified in the HQ ATERIS list of January 2, 1990.

The inspection at the ASC in Port Neches, Texas was second in a series of unannounced
multimedia inspections at selected facilities in the South Texas Industrial area. The
multimedia compliance investigation for ASC was performed in two phases (Phase A and
B). Phase A included compliance inspections for Clean Air Act (CAA), Clean Water Act
(CWA), and Resource Conservation and Recovery Act (RCRA) plus sampling efforts from
the CWA team. Also, several wastewater samples were taken to determine if the National
Emission Standards for Hazardous Air Pollutants (NESHAP) regulation for Benzene
Waste Operations were applicable. Phase B consisted of compliance inspections for Toxic
Substances Control Act (TSCA), Emergency Planning and Community Right-to-Know Act
(EPCRA), Underground Storage Tank (UST), Spill Prevention Control and
Countermeasure (SPCC), and Wetland designated representatives. The CAA and RCRA
sampling efforts were conducted during phase plus additional sampling efforts from the
CWA team for stormwater runoff discharges from unpermitted waste streams. The Phase
A multimedia inspections was performed December 10-14, 1990 and the Phase B January
14-18, 1991 (see attached schedules)

Most program elements were assigned team members from EPA, including an inspector
and a compliance officer, and a State inspector. Two different state agencies were
involved. The Texas Air Control Board (TACB) assisted in conducting the Air inspection
and Texas Water Commission (TWC) was involved in the RCRA, CWA, and UST
inspections. The United States Army Corp of Engineers was involved in the Wetlands
inspection. The remaining programs in TSCA, EPCRA, and SPCC are not state
authorized, and therefore were conducted by EPA only.



SUMMARY OF FINDINGS



UNDERGROUND STORAGE TANKS- AMERIPOL SYNPOL CO.

Inspection Date: January 16, 1991

EPA Inspector: John Cernero, P.E.

Ameripol Synpol
Representatives: Paul Aguillard (Ameripol Synpol Co.)

James Fannin (Uniroyal Goodrich Tire Company)

SUMMARY OF APPARENT VIOLATION OUTLINE

I. Summaries of Significant Findings

40 CFR 280.74 Closure Records

According to this regulation, owners and operators must maintain records that are capable
of demonstrating compliance with closure requirements under Subpart G. The results of
site assessments for closed USTs, as required in 40 CFR 280.72, must be maintained for
at least 3 years after closure. ASC maintained only the sampling results as presented in
the Southwestern Reports. No record of closure procedures or TWC's concurrence on the
closures was found in the files. This is a violation of the UST regulations.

40 CFR 280.72(1)) Assessing the Site at Closure or Change-in-Service

This regulation states that when conducting UST closure procedures, if contamination is
discovered through a site assessment or any other manner, owners and operators must
begin corrective action in accordance with Subpart F (40 CFR 280.60 to 280.67).

Sampling information in the Southwestern Reports indicate high levels of benzene, toluene,
ethyl benzene and xylene (BTEX) at Site 2, which is north of the Technical Building and
Lab (2,000 gal. gasoline UST); high levels of total petroleum hydrocarbons (TPH) at Site
3, which is located east of the Boiler House (5,300 gal. fuel oil UST); and high levels of
BTEX at Site 5, which is south of the South Machine Building (4,000 gal. gasoline UST).
The USTs at these locations have been closed-in-place.

According to ASC records, in their letter dated October 6, 1988, ASC provided notification
to TWC of their intent to "permanently remove" six USTs. This was requested under
Texas Administrative Code, since the Federal UST regulation did not become effective

1



until December 22, 1988. According to the letter, all six USTs would be emptied and
filled with inert material, and work would be scheduled to begin on November 7, 1988.
However, the sampling for the site assessment was not completed until February 15, 1989,
according to the Southwestern Reports, and the actual closure of the USTs was not
completed until June 30, 1989, as indicated in ASCs letter dated January 29, 1990.

ASC has stated that TWC gave them verbal approval to proceed with the closure of the
USTs without requiring ASC to remove any contaminated soils; however, no
documentation could be found. The only written approval ASC has received from TWC
concerning UST closure, was in a letter dated April 12, 1989, in which TWC provided
ASC Texas waste code numbers for "disposal of gasoline and diesel". This was in response
to ASC's letter dated March 21, 1989, in which ASC requested waste code numbers for
disposal of residual/unused gasoline and residual/unused diesel from UST closure.

As a result of a previous EPA (NEIC) audit, ASC, by their letter of January 29, 1990,
requested Keith Anderson of TWC, District 6, Beaumont, to provide written confirmation
of TWC's April 18, 1989, verbal approval of ASC's closure methods. To date, TWC has
not provided written confirmation.

Since no documentation has been provided in the file to verify that TWC had instructed
ASC to disregard the results of the site assessment, ASC is in violation of 40 CFR 280fbX

II. Areas of Concern

1. The 8,000 gal. styrene unloading UST was stated to be out of service since 11/86, which
was before the EPA UST regulations became effective. According to 40 CFR 280.73,
concerning previously closed USTs, the implementing agency can direct an owner or
operator to permanently close a UST in accordance with the December 22, 1988, EPA
UST regulations, if in the judgement of the implementing agency, the UST poses a current
or potential threat to human health or the environment.

EPA recommends that TWC be given the opportunity to make this determination. As a
minimum, EPA recommends that this UST be secured such that the UST can not be
accidently or intentionally use.

2. EPA recommends ASC request TWC to remove the 10,000 gal. styrene unloading UST
from the regulated UST registered UST list, since the UST is in a concrete 'Vault" which
prohibits contact with earthen materials. The UST is essentially an above ground tank
(40 CFR 280.12(i), definition of UST and preamble page 37121).



3. EPA recommends that ASC request that TWC determine whether the four PMHP
USTs should be regulated. It is possible that these tanks could be considered sumps, part
of the wastewater collection system, or emergency spill tank; however, if the TWC does
not grant deregulation of these tanks, ASC must install release detection systems on all
of the 300 gal. tanks, immediately, since they are 35 years old.

ACTION ITEMS:

1. Contact TWC to determine plan of action for cleanup of Sites 2, 3 and 5.

2. Obtain TWC's determination of whether the 8,000 sryrene unloading UST poses a
current or potential threat to human health or the environment, and whether it should
be permanently closed in accordance with the current EPA UST regulations.

3. Obtain TWC's determination of whether the PMHP USTs are regulated tanks. If these
tanks are considered regulated, release detection systems must be installed immediately.



AMERIPOL SYNPOL COMPANY

Inspection Type: SPCC

Inspection Date: January 17, 1991

Inspection Participants: Steve Reddish, Environment/Ecology
Pamela Pawelek, Environment/Ecology
Dick Saunders, Ameripol Synpol

Summary of Inspection Findings:

During the course of the inspection, the following deficiencies were noted:

1. Inadequate secondary containment at the railroad loading /offloading rack on East
Street.

2. Pooling liquid within containment at gasoline tank East of East Street, across from
North Process Warehouse.

3. Inadequate integrity of storage tank at the third tank to the west of D Process
Building in the carbon black are. The manway plate was leaking.

4. Records of tank inspections and drain valve opening should be made part of the
SPCC Plan.

Inspection Type: EPRCA, TSCA Section 5 & 8, and Wetland

Summary of Findings

There was no violations found during these inspections, therefore, the company was in
compliance with the regulatory requirements for these medias.



Summary of PCB/TSCA Compliance Inspection Findings

Conducted by: Richard McLaughlin, EPA Field Inspector

Contacted: Lou Levi, Senior Engineer-Environmental, Ameripol Synpol Company, James
Fannin, Manger, Environmental Engineering, Uniroyal Goodrich Tire Co.,
Akron, Ohio

Records indicated that all PCBs were removed in early 1989. Due to a merge of two
companies in 1986 they accounted for 25 PCB transformers and 184 PCB capacitors that
were replaced with non-PCB items. The company has taken the stand to be free of PCBs,
so they elected to replace all transformers that contained PCBs. Many of those items
were installed as original equipment by the U.S. Government back in 1943, so it was more
economical to replace than retrofill to reclassify. A copy of their annual documents and
hazardous waste manifests explaining the final disposition .was collected to indicate proper
procedures were followed. Other mineral oil type transformers have been sampled and
analyzed for PCBs. They have been labelled as non-PCB or containing less than 50PPn, and
results indicated below 50Ppin, but were again analyzed and found to contain 55 and 67ppm
which they intend to retrofill and reclassify in the immediate future so they will be
completely free of PCB. To their knowledge PCBs were :not used in any other operating
equipment. Persons contacted were well aware of their responsibility concerning the PCB
rule.



B TRRP MULTIMEDIA INSPECTION IMPLEMENTATION

AMERIPOL SYNPOL

MONDAY, JAN. 14, 1991
RCRA Sampling *
TSCA Inspection (PCB)

TUESDAY, JAN. 15, 1991
RCRA Sampling *
EPRCA Inspection

WEDNESDAY, JAN. 16, 1991
RCRA Sampling Ending *
Air Sampling Beginning *
UST Inspection
Wetland Inspection *

THURSDAY, JAN. 17, 1991
Air Sampling *
SPCC Inspection
TSCA Section 5 and 8 Inspection

FRIDAY, JAN. 18, 1991
Air Sampling *
Closing Conference

* Tasks tiiat do not require a person from the facility environmental
staff (Iwwever we encourage die company to provide someone to
accompany tliese teams during tlieir efforts).
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TOXIC RELEASE REDUCTION PROJECT (TRRP)
AIR TOXIC EXPOSURE AND RISK INFORMATION SYSTEM (ATERIS)

MULTIMEDIA INSPECTION
AMERIPOL SYNPOL COMPANY - PORT NECHES TEXAS

B

This report is prepared as part of the Regional Enforcement Pilot Project that focuses
obtaining reductions in risk due to toxic chemicals emitted from industrial sources in
Region 6. The purpose of this report is to gather information to better define toxic
emissions at Ameripol Synpol and to insure facility compliance through multimedia
inspections. The term multimedia includes at a minimum the Regional air, water,
hazardous waste, toxic substances, wetlands, groundwater, superfund, underground injection,
groundwater, underground storage tank and pesticides programs.

A compilation of reports was generated from a multimedia investigation in support of the
TRRP at Ameripol Synpol Company (ASC) performed on December 10-14, 1990 and
January 14- 18, 1991. This multimedia investigation was conducted in two phases (Phase
A was conducted during December 1990 and Phase B January 1991). This report will
follow the following format: 1) Introduction, 2) Summary of Apparent Violations, 3)
Technical Reports, including attachments, and 4) an Addendum to the report containing
laboratory analyses with conclusions based on data interpretation and the effect on the
"^cility compliance. This addendum will also include photographs.

Each of the individual program specific inspection reports are attached separately in the
Technical Reports document. The majority of the inspection reports address the specific
program media and facility units in which it was investigated under. However, there are
a few reports that address the complex as a whole. This approach is necessary due to the
regulatory status of the facility. The information in this report was compiled by Charles
Faultry, Inspection Team Leader, 6E-SC.
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INTRODUCTION

Description of Project/Investigation

The TRRP Multimedia Investigation is part of a Regional Pilot Project requested by
EPA's Deputy Administrator Habicht on December 15, 1989. The focus of the project
takes a dual approach for reduction of toxic emissions. The first approach will initiate a
review of selected sources identified in the recently released Headquarters (HQ) Air
Toxics Exposure and Risk Information System (ATERIS) list of January 2, 1990, also
referred to as the "Waxman" list, to explore (1) the possibility of reducing toxic emissions,
(2) insuring compliance with all regulatory provisions and (3) conducting a complete
multimedia risk assessment. The second approach involves a multimedia compliance
investigation and subsequent multimedia risk assessment of selected facilities in the target
areas to explore the potential for risk reduction. Personnel from all Divisions within the
Regional Office and State Agencies will be participating in this project. ASC was one the
five targeted facilities that were identified in the HQ ATERIS list of January 2, 1990.

The inspection at the ASC in Port Neches, Texas was second in a series of unannounced
multimedia inspections at selected facilities in the South Texas Industrial area. The
multimedia compliance investigation for ASC was performed in two phases (Phase A and
B). Phase A included compliance inspections for Clean Air Act (CAA), Clean Water Act
(CWA), and Resource Conservation and Recovery Act (RCRA) plus sampling efforts from
the CWA team. Also, several wastewater samples were taken to determine if the National
Emission Standards for Hazardous Air Pollutants (NESHAP) regulation for Benzene
Waste Operations were applicable. Phase B consisted of compliance inspections for Toxic
Substances Control Act (TSCA), Emergency Planning and Community Right-to-Rnow Act
(EPCRA), Underground Storage Tank (UST), Spill Prevention Control and
Countermeasure (SPCC), and Wetland designated representatives. The CAA and RCRA
sampling efforts were conducted during Phase B plus additional sampling efforts from the
CWA team for stormwater runoff discharges from unpermitted waste streams. The Phase
A multimedia inspections was performed December 10-14, 1990 and the Phase B January
14-18, 1991 (see attached schedules)

Most program elements were assigned team members from EPA, including an inspector
and a compliance officer, and a State inspector. Two different state agencies were
involved. The Texas Air Control Board (TACB) assisted in conducting the Air inspection
and Texas Water Commission (TWC) was involved in the RCRA, CWA, and UST
inspections. The United States Army Corp of Engineers was involved in the Wetlands
inspection. The remaining programs in TSCA, EPCRA, and SPCC are not state
authorized, and therefore were conducted by EPA only.



Facility Background and Process Description

The ASC facility was built in 1943 by the United State Government, during World War
II, to produce synthetic rubber. In the 1950s, the facility was divided and sold into two
separate plants (north and south plant). The north half was sold to Texas U.S. Chemical
which later became Synpol Inc. and the south portion to B.F. Goodrich. Each plant was
operated independently until August 1986, when the two plants, Synpol Inc. and B.F.
Goodrich, merged to form Ameripol Synpol Company, a division of the Uniroyal Goodrich
Tire Company (UGTC). Early May 1990, Michelin Tire Company purchased UGTC and
ASC became part of Michelin Tire. ASC is not anticipating changing the name of their
company.

The styrene-butadiene rubber (SBR) process involves the polymerization of butadiene and
styrene (monomer). The polymerization proceeds step wise through a train of reactors.
The reactor system is capable of producing either "cold" or "hot" SBR. The lower
temperature process is generally called the "cold" SBR process because the reaction is kept
at about 50 degrees Fahrenheit (F). In the "hot" process, the reaction temperature is
kept about 120 degrees F and this rubber is generally only produced in the CC Line. As
the styrene content is increased above 50%, the nature of the latex produced is altered
significantly and it can be used in paint. For "cold" polymerization, the monomer-additive
emulsion is cooled prior to entering the reactors, generally by using as ammonia refrigerant
cooling medium. The facility manufactures SBR using nine process trains, each containing
similar but separate pigment, reactor, recovery and finishing units. Each finishing unit
contains two parallel process lines for a total of 18 process lines. ASC produces
approximately 90 different rubber types with an annual capacity of 800 million pounds
of bulk rubber. The bulk rubber is sold to other companies.

The raw materials, butadiene and styrene, are stored at the tank farm prior to transfer to
the reactors. The other materials (initiator, activator, dilute soap solution,and modifier)
necessary to complete the reaction are all prepared in the pigment area. In the reactors,
butadiene, styrene, and other materials are added to initiate the polymerization process.
Short stop solution is added to the reaction mixture or latex leaving the reactors to stop
the polymerization at the desired conversion. The unreacted butadiene and styrene are
separated, purified, and recycled in the recovery area. An antioxidant to protect the
rubber from attack by oxygen and ozone is added to the stripped latex in a blend tank.
Various extenders such as oils and carbon black are added to improve its properties.
Water is removed from the rubber in the finishing area (a detailed process description is
provided in the Air Technical Report).

Butadiene is stored in fourteen 30,000-gallon horizontal pressure tanks. One tank stores
fresh butadiene received by pipeline from Texaco Chemical Company. Five additional
tanks store recycled butadiene obtained from the recovery area. The remaining eight
storage tanks contain blended butadiene (mixture of fresh and recycle butadiene).
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Styrene is received from ship or barge and is piped to a 600,000-gallon nitrogen-blanketed
storage tank. The barge area is owned by Texaco Chemical, however ASC uses this area
to unload styrene and butadiene. From the bulk storage tank, the styrene moves to one
of eighteen 30,000 gallon horizontal non-pressure tanks. Fresh styrene is stored in two
tanks and recycled styrene from the recovery area is stored in six tanks. The remaining
ten tanks contain blended styrene. Oils, soaps, antioxidants, catalysts, etc., required in the
process are received by truck or tank car and pumped to the respective storage tanks.
Carbon black is received by rail cars in pellet form and conveyed to storage. Ammonia,
used for chilling the reaction, is received by truck and stored in a horizontal pressure tank.
The rubber making process involves five general steps:

1. Formulation of additives which may include: rosin acid soap, fatty acid soap, trisodium
phosphate, condensed alkylaryl sulfonate, caustic soda, ferrous sulfate, sodium
formaldehyde, sulfoxylate, sodium, salt of ethylene diamine tetra acetic acid, tertiary C12
mercaptan, aromatic hydroperoxide, and water. The exact composition is proprietary and
may include chemicals not mentioned here as this was compiled from published data.
However, raw materials are mixed and injected into the reactors as needed.

2. Polymerization: Butadiene, recycled butadiene, styrene, recycled styrene, and the mixed
additives, which includes soap, activators, catalysts, and modifiers, are pumped into one
of the four reactor trains where the reaction is controlled by ammonia chillers in the
reactors where the reaction goes to about 60% completion in 8 to 10 hours. After
completion of the reaction as far as desired for the type of rubber involved, the mixture
is pumped to the next section with reaction stopping products such as sodium dimethyl
dithiocarbamate, polyamine "H" and any of many anti-form agents being added before the
next process.

3. Monomer Recovery: Recovery of the unreacted monomers and their purification is
an essential step in economic synthetic rubber production. Butadiene, which has a lower
boiling point than styrene, is first vacuum-stripped from the latex in one of two blowdown
tanks per reactor train. The butadiene vapors are compressed and condensed before
entering a receiver. From there it is pumped to the recycle butadiene storage tank.
Afterward, the recycled butadiene is added to fresh butadiene prior to reaction. The
receivers are routed through a kerosene scrubber which vent to the atmosphere. The
remaining latex then goes to a stripper column where the excess styrene is stripped
utilizing steam supplied from Texaco Chemical and sent through a condensing vessel, then
to storage to be recycled. The latex continues on to the coagulation section.

4. Coagulation: The product stream is pumped to a blending tank where antioxidant, oil
emulsion (if needed) and water brine are mixed with dilute sulfuric acid and other
coagulation aids. Carbon black and oil can be added to the latex during the coagulation
step to produce a more intimate mixture. The oil is added as an aqueous emulsion, and
carbon black is blended into the latex as an aqueous slurry. The coagulated crumb is



separated from the coagulation liquor on a shaker screen. The coagulation liquor is
recycled after make-up with fresh acid and brine and blowdown of part of the diluted
liquor. The screened crumb is resuspended and washed with water in a reslurry tank.
This operation serves to remove extraneous compounds from rubber, particularly residual
coagulation liquor. Then the rubber is put through a dewatering machine which squeezes
the mixture until the rubber left contains from 5-20% water. The clarified underflow is
discharged to a series of wastewater treatment ponds and then to Texaco Chemical for
final treatment prior to discharging if to the Neches River. The fine rubber particles
remaining after dewatering are screened out, collected, and disposed of in ASC Landfill.
After passing through a hammermill to break up the chunks of rubber to small particles
for better drying, the rubber goes to dryer area.

5. Drying: After running through the hammermill, the rubber goes to one of 8 dryers in
this section. ASC has 4 old three-pass dryers with 8 uncontrolled vents and 4 new single-
pass dryers with one uncontrolled vent each. After drying, the rubber is weighed and
pressed into bales, wrapped in polyethylene film, and stored prior to shipment. The bales
are shipped by rail and trucks. The balers are operated hydraulically with oil or water as
the hydraulic fluid. Due to the jarring baling action and the high hydraulic pressures, fluid
leaks are frequent and, in the case of oil-driven balers, the leaked oil should be prevented
from entering the plant drain system discharging to the Neches River.

In addition to the processing operations described above, other operations are carried out
regularly, though not necessarily continuously, which generate considerable quantities of
wastewater. These include equipment cleanout and area washdown operations. Principal
equipment cleanouts include the polymerization reactors, blowdown tanks, butadiene flash
tanks, styrene stripping columns, and latex blend tanks. In most cases high volumes of
wastewater are produced that are laden with uncoagulated latex solids and are
characterized by a milky white appearance. When the flash tanks ana stripping columns
are cleaned, the wastewater contains rubber solids, due to premature coagulation of the
latex, in addition to uncoagulated latex. Area washdowns are frequeni, and the wash
water picks up primarily latex, rubber solids, and oil. The ASC storm drainage system is
so designed to capture the majority of these waste streams and pi mp them to the
wastewater treatment system. However, there are some waste s
uncontrolled and discharge directly into the storm drainage system and t

treams that are
en to the Neches

River. The carbon black slurrying area is generally contaminated with carbon powder.
Area washdowns and storm run off typically pick up the carbon, resulting in a fine carbon
suspension.

Compliance History:

Prior to the TRRP multimedia investigation, each media team was asked to review the
EPA and State files and to provide a summary description of the enforcement history of
the facility including dates and description of violations plus enforcement actions taken by
EPA and State. The findings are as follows: \

4



Air: ASC received Notices of Violations (NOV) from Texas Air Control Board (TACB)
for nuisance level odors on the following days.

Date of Violation Date of Notice Receipt

December 23, 1988 January 11, 1989
February 20, 1989 March 1, 1989
October 3, 1989 October 17, 1989
January 15, 1990 February 6, 1990
August 12-17, 1989 February 14, 1990*
February 2 & 8, 1989 February 24, 1990
February 21 & 23, 1990 April 3, 1990
March 29, 1990 May 5, 1990
June 11, 1990 July 9, 1990**

* NOV based on ambient sampling that documented concentrations of styrene and
butadiene at levels that were deemed to cause a condition of air pollution.

** NOV included a violation of Rule of Rule 101.6 which requires notification to the
TACB of upsets and maintenance.

All of the above NOVs were resolved under an Agreed Board Order which was signed
December 14, 1990 and became effective during the Phase A multimedia investigation.

NPDES: The NPDES file reviews revealed that ASC violated their permitted effluent
limitations for Total Organic Carbon (TOC), Oil and Grease (O&G) and pH from Outfall
001 on the following dates :

Date Parameter Violation Permit Limit

9-30-1987
11-30-1987
1-31-1988
7-31-1988
10-12-1988
10-31-1988
10-31-1988
2-7-1989
2-28-1989
12-28-1989
12-29-1989
12-30-1989
1-20-1990

TOC max.
pH "
TOC "
TOC "
pH "
pH "
TOC "
O&G "
O&G "
pH "
pH "
O&G "
TOC "

240 mg/1
9.7 s.u.
51 mg/1
51 mg/1

9.2 s.u.
9.2 s.u.
62 mg/1
50.5 mg/1
50 mg/1

9.4 s.u.
9.5 s.u.

134 mg/1
62 mg/1

50 mg/1
9.0 s.u.

50 mg/1
50 mg/1

9.0 s.u.
9.0 s.u.

50 mg/1
15 mg/1
15 mg/1

9.0 s.u.
9.0 s.u.

15 mg/1
50 mg/1



All the TWC annual inspection reports from 1987 to March 1990 identified the ASC flow
monitoring system as being deficient, however, no other major deficiencies were noted.
On July 3, 1989 ASC was issued a Warning Letter for the flow recorder deficiency and
on July 3, 1990 a Warning Letter was issued for the December 29 and 30, 1989 and
January 20, 1990 effluent violations. No formal enforcement action has been taken against
ASC.

RCRA: The EPA RCRA files did not identify any violations or any actions taken against
ASC. Since ASC is considered to be a small quantity generator (SQG) only three TWC
inspections have been performed prior to the TRRP multimedia inspection. The last
TWC inspection, March 27, 1987, at ASC identified a few Class 2 violations (paper work
violations). TWC issued a NOV on April 8, 1987 and ASC came into compliance on
April 23, 1987.

TSCA, EPCRA, SPCC, UST, and Wetlands: There were no major violations found during
the file reviews from these medias, therefore, no actions were taken against ASC.

A multimedia compliance investigation and evaluation of 1,3-butadiene emission were
conducted at ASC by EPA National Enforcement Investigations Center (NEIC), on
January 22-25, 1990 and February 21 through March 5, 1990. The report indicated that
ASC failed to comply with all the requirements of the CAA, CWA, RCRA, TSCA, and
SPCC.

Toxic Release Reduction Plan

On September 6, 1990 ASC submitted their toxic release reduction plan to EPA describing
the action the facility is taking or will take to reduce toxic emission into the environment.
ASC's toxic plan addresses only air emissions. All of the provisions of the toxic plan are
addressed in the TACB Board Order. During the Phase A air multimedia inspection, the
toxic plan was reviewed and discussed to determine what toxic emissions have been reduce
or eliminated. Since ASC's toxic plan only addresses air, a summary of the plan
evaluation is found on pages 21-24 of the ASC Multimedia Air Pollution Inspection
Report.

Phase A Sampling Efforts

The Phase A multimedia investigation at ASC included sampling efforts from the CWA
or NPDES team. The objective of the sampling inspection is to ensure compliance with
all regulatory provision of the NPDES permit and to determine if toxic release to the
receiving stream have occurred. Through this sampling inspection we will attempt to
associate the releases with their sources and determine the quantities of pollutants being
discharged. Also wastewater samples were collected at various locations for the purpose
of determining compliance with 40 CFR 61.355, Subpart FF- National Emission Standard
For Benzene Waste Operations.
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Time weighted 24-hour composite samples from Outfall 001 (uncontaminated steam
condensate and stormwater runoff) and Outfall 301 settling basin (process waste-water and
contaminated stormwater runoff discharging to Texaco wastewater treatment plant) were
collected for analyses for all priority pollutants, permitted parameters and biomonitoring.
Grab samples from two points in the storm drainage system (Point A and B) were
collected and analyzed for all priority pollutants.

Three samples were taken at each of five locations; the styrene decanters on the DA, DB,
and CA Recovery lines, the south styrene water stripper and the styrene decanter tank.
These samples were collected to determine benzene concentration.

The laboratory results from Outfall 001 and the two points in the storm drain were in
compliance with permit limitation and showed no toxic releases. The Cyprinodon
variegatus bioassay for Outfall 001 revealed no significant effect. The 24 hour composite
at Outfall 301 for acid base/neutral compounds (ABN), pesticide/PCB, and permitted
pollutants (BOD, COD, NH3, TOC and TSS) showed ABN pollutant of Phenol (432 ug/1),
Benzyl Alcohol (585 ug/1) and permitted pollutants of BOD (64 mg/1), COD (720 mg/1),
TOC (56mg/l) and TSS (55 mg/1). There was significant effect from the sample collected
at Outfall 301 on the bioassay test organism in test concentrations >_12% effluent. The
8-day EC50 for 301 was 8% effluent. The volatile compounds (VOAs) found in the
discharge of Outfall 301 were acetone (1600 ug/1), styrene (1390 ug/1), ethylbenzene (1480
ug/1) and toluene (177 ug/1).

The samples collected from the styrene recovery lines for benzene concentration in waste
streams were analyzed for VOAs only. There was no benzene detected in any of the
samples. However styrene was detected at extremely high levels. The styrene levels
ranged from 949 ug/1 (styrene stripper) to 822,000 ug/1 (recovery line DA). Because of
the very high styrene levels appropriate dilutions were required to obtain the first
reportable analysis. Acetone was also detected at high levels in these samples with levels
ranging from 3230 ug/1 (styrene stripper) to 53,700 ug/1 (styrene decanter tank). There
was no styrene or acetone found in the sample blank water.



SUMMARY OF FINDINGS
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AMERIPOL SYNPOL
TRRP Inspection

Preliminary Results - Air

I. Summaries of Significant Findings

A) Findings

NESHAPs

1) Asbestos notifications - 40 CFR 61.145(d)(l) requires a company to submit a
summary notification of all planned small renovations involving individual nonscheduled
operations when the total amount of all friable asbestos materials exceeds the "de
minimis" amounts specified in the regulations. This notification should predict removal
operations occurring during a period not to exceed one year.

The company submitted such a notice for the period covering January through
December 1990 on July 23, 1990. The company should document that no asbestos
renovation operations covered under this notification occurred during the period from
January 1 through August 6, 1990. Note that this may also be a problem with earlier
annual notifications.

B) Regulatory Requirements

NSPS Subpart Kb

The company recently constructed a latex storage tank that is subject to the NSPS
requirements for storage tanks containing volatile organic liquids. This tank has a
storage capacity of 570 m3 and stores a material with a true vapor pressure at 70° F of
2.7 kPa (0.8 in Hg). 40 CFR 60.110b(c) states that vessels with a capacity greater than
or equal to 151 m3 storing a liquid with a maximum true vapor pressure less than 3.5
kPa are exempt from the requirements of Subparts A and Kb except for keep readily
accessible records showing the dimension of the storage vessel and an analysis showing
the capacity of the storage vessel required by 40 CFR 60.116b(b).

We understand that the contents of the storage tank will be steam-heated. The
company is advised to determine the true vapor pressure (TVP) of the VOC stored in
the tank at the maximum storage temperature. If the TVP is equal to or greater than
3.5 kPa, other portions of Subpart Kb as well as the general requirements of Subpart
A may apply.



NESHAP

2) New regulations were promulgated this year at 40 CFR 61, Subpart FF for the
control of benzene in waste operations (including API separators) at chemical
manufacturing plants. 40 CFR 61.357 requires that each facility subject to this subpart
shall submit an initial report with the following information:

a) total annual benzene quantity as determined by the methods set forth in 61.355(a).
This quantity should be documented.

b) a table identifying each waste stream (defined as the waste generated by a particular
process unit, product tank, or waste management unit) and whether or not the waste
stream(s) will be controlled for benzene emissions in accordance with the requirements
of Subpart FF.

c) for each waste stream identified as not being controlled for benzene emissions, the
following information shall be added:

1) whether or not the water content of the waste stream is greater than 10%

2) whether or not the waste stream is a process wastewater stream, product tank
drawdown, or landfill leachate

3) annual waste quantity for the waste stream

4) range of benzene concentrations for the waste stream

5) annual average flow-weighted benzene concentration for the waste stream

6) annual benzene quantity for the waste stream.

The company submitted its initial report on May 11, 1990, to both EPA Region 6 and
the TACB. The report was deficient in that it did not contain all the information
required by Subpart FF.

We also have concerns about the applicability of this subpart to the several process
waste streams generated at the plant. We would recommend that sample taps be
installed so that samples can be obtained in accordance with the procedures outlined in
6l.355(c)(2). If sampling results show that benzene levels can trigger the applicability
of this subpart, further portions of this subpart may apply to the company.
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3) TACB Rule 111.21 provides that no opacity from a stationary flue built on or before
January 31, 1972, may exceed 30% over a 5-minute period. This rule is part of the
Texas State Implementation Plan and is therefore federally enforceable. We have
noticed that the opacity from the carbon black incinerator stack is in the range from 20
to 30%. The company should take steps to ensure that the opacity be controlled to a
level at or below 20%. We also recommend that the company consider installing a
continuous opacity monitor on the incinerator stack, as this is the only major source of
visible emissions in the plant.

II. Areas of Concern

Leak Detection and Repair (LDAR)

Overall, the LDAR program is a step in the right direction to accomplish the goal of
toxic emission reductions.

In order to assist in complying with the Board Order, the company should:

1) ensure the monitoring contractor uses a standard of 500 ppm nominal concentration
for calibration.

2) make a list of any equipment claimed exempt from quarterly monitoring because the
process stream contains less than 1% butadiene and/or styrene or is less than 5 kPa
below ambient pressure,. This list should include the reason for inclusion and location
on a plot plan.

3) make a list of valves considered to be inaccessible for quarterly monitoring. This list
should document why the component is considered inaccessible and the schedule for
monitoring of such equipment.

4) modify the recordkeeping system to show that the first attempt to repair was within
5 days after discovery.

5) clearly document and justify why any repair was delayed until the next turnaround.

We noted on our inspection tour that several pressure relief valves on certain vessels
located on the CA/CB recovery lines vented to the recovery absorber vent line. This
line is currently not controlled by a flare and thus these valves should be monitored as
part of the LDAR program. We did not observe any way for monitoring to be
conducted at these valves.
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We reviewed first quarter LDAR reports for 16 out of 19 units. Our review indicated
the following:

1) 0.26% of all components were leaking at a rate greater than of equal to
10,000 ppm,

2) 0.19% of all components were leaking at a rate greater than or equal to 500
ppm and less than 10,000 ppm, and

3) 0.55% of all monitored components had detectable leaks of less than 500
ppm.

Since more than half of the components which were found to be leaking were
measured to be less than 500 ppm> we think reductions in emissions could be achieved
by repairing all detectable leaks. In addition, we recommend that the company monitor
components that have been repaired on a monthly basis for at least two months to
ensure that no leaks that reoccurred.

We feel that every effort should be made to replace the current pumps and
compressors with systems designed to prevent and/or capture leaks.

Dryer Stacks

We are encouraged by the company switching to EPA-approved models. We would
also like consultation with the EPA Air Programs Branch as well as the TACB on
issues such as point and building downwash effects. This will help ensure that in future
risk assessments the results will be more acceptable to EPA.

We believe that the dryers are the largest source of VOC emissions at the plant and
feel that additional means of controlling these emissions above and beyond the residual
styrene controls already in place should be investigated.

Miscellaneous

A. The company should maintain a record of all emission increases and decreases
so as to assist the TACB in determining whether PSD or nonattainment NSR
would be triggered.

B. The company should publicize the existence of its odor hot-line more extensively.

12

I



AMERIPOL SYNPOL COMPANY

Inspection Type: RCRA Compliance Evaluation

Inspection Dates: December 10 - 12, 1990

Inspection Participants: .
Caroline L. Abbott (author), EPA Region 6
Gene Keepper, EPA Region 6
Agatha Benjamin, EPA Region 6

. Vince Malott, EPA Region 6
Kirk Coulter, TWC District 6
Dick Saunders, Ameripol Synpol

Summary of Significant Findings:

40 CFR 262.20(a)
The generator failed to include the following information on two manifests with

Texas state manifest document numbers 0015238, dated 8/23/90 and 00209447, dated
2/9/90: a) a generator-assigned unique manifest document number as required in item #1
on the manifest, b) a written indication for discrepancies of the number of containers and
total volume of manifested waste as required under item #19 on the manifest.

40 CFR 262.34(d)
The generator failed to ship offsite one drum, marked with the words hazardous

waste and dated 10/11/89, within the 180 day limit.

40 CFR 265.31
The generator has failed to meet the requirements of preparedness and prevention

by maintaining and operating the facility to minimize release of hazardous waste or
hazardous waste constituents to soils which could threaten the environment. There are
numerous areas of dead vegetation with evidence of visible contamination as well as a
number of unidentified drums containing unknown materials.

40 CFR 265.171
The generator failed to maintain a drum, marked with the words "Hazardous

Waste" and containing an unknown substance, in a designated container storage area.

40 CFR 268.7(a)(6)
The generator failed to keep records of all notifications or certifications for land

disposal restricted wastes sent to offsite facilities after August 7, 1988.
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Areas of Concern:

1. A requirement by Texas Water Commission is that all solid wastes be listed on the
Notice of Registration. The generator has failed to include lead/acid batteries as one of
the wastes generated.

2. Several areas where visible soil contamination and dead vegetation were identified
during the site investigation. They are as follows:

a) Two used drum storage areas located in the "boneyard" or salvage yard just west
of the north cooling tower at the north end of the facility property.

b) Truck unloading station at the north oil emulsion prep unit, northern end of
West Loop Road.

c) West of south plant paint shop there are some unidentified drums surrounded
by dead vegetation, there is also visible yellow paint contamination on the ground
in the area.

d) In the vicinity of the diesel storage tank near the water treatment plant on the
west side of the facility property. There is visible staining in and standing water
surrounding the diked containment area for this tank.

e) To the north of the API separator at the southern boundary of the facility
property is a used drum storage area. The drums are located on top of a metal
grate over a concrete containment basin. The basin contains standing liquid and
apparent overflow has occurred onto the surrounding soils.

f) A number of used drums at the southeast corner of the facility property are
underlain by visibly stained soils. This area is within 20 feet of the southern
stormwater drainage ditch and 40 feet of the eastern stormwater drainage ditch.

g) There are visible spills which have occurred at the eastern separator along East
Loop Road.

h) There is an area of dead vegetation which runs perpendicular to the north from
the A-line Process building. It appears that process water was purposely
discharged from this area.
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NPDES TRRP REPORT
AMERIPOL-SYNPOL

SUMMARY OF APPARENT VIOLATION

1. Summaries of Significant Findings

[ LABORATORY

I 1. Part LA. of Permit and 40 CFR Part 136 (Table II)
The pH analysis is not conducted in situ and exceeds required holding time of 15

• minutes.

2. 40 CFR Part 136 (Table I.E.)
1 TOC procedure does not include purgeable organic carbons.

3. Part II.B.l. of Permit
• During pH meter calibration, temperature compensation (slope) is not used.

4. Part II.B.1. of Permit
• The thermometer used for sample refrigeration and in situ monitoring is not NIST

(or NBS) traceable.

§ 5. 40 CFR Part 136 (Table II)
The temperature in the sample refrigerature was greater than 4 C (9.5 C).

| 6. Part II.B.l. of Permit
The balance used in the Oil and Grease procedure was not being calibrated.

i
FACILITY SITE REVIEW

I
g^ 7. Part II.B.l of the Permit
• Contaminated wash water from the railcar area near the B-line basin was draining
=_ from several breaks in the curbing around the railroad tracks into the storm

drainage area creating an unauthorized discharge situation.

8. Part II.B.l. of the Permit
An overflow pipe in a dike around three tanks (# 38,39 and 42),labelled as
containing a caustic solution, is creating a potential for stormwater contamination.
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9. Part II.B.l. of the Permit
A styrene transfer pump to a styrene storage tank in the tank farm area was not
properly segregated from the stormwater system. An oily residue and other
evidence of contamination were seen in the storm drainage area.

II. AREAS OF CONCERN

1. The major area of concern is the inadequate segregation of the process water from the
storm drainage system. Throughout the plant, several locations were noted which indicated
a strong possibility of process wastewater entering the receiving stream.

2. Another source of contamination could be from a sanitary line which runs along the
vicinity of an open ditch on the south side of the plant. Judging from the age of the plant
and the visual observation (green stagnant water around a manhole), it appears
there might be a small break in the line which seeps to the surface and into the storm
drain.

3. The facility does not have the capability of measuring the entire range of flows. Flows
may vary from 0.02 MGD up to 14 MGD (reportedly), but the present system can only
measure up to 0.7 MGD.
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JE A TRRP MULTIMEDIA INSPECTION IMPLEMENTATION

AMERIPOL SYNPOL COMPANY

MONDAY, DEC. 10, 1990
NPDES Sampling
Air Inspection
RCRA Inspection

TUESDAY, DEC. 11, 1990
NPDES Sampling
Air Inspection
RCRA Inspection

WEDNESDAY, DEC. 12, 1990
NPDES Sampling
Air Inspection
RCRA Inspection

THURSDAY, DEC. 13, 1990
NPDES Inspection

FRIDAY, DEC. 14, 1990
NPDES Inspection
Closing Conference



TEXAS AIR CONTROL BOARD
6330 Highway 290 East
Austin, Texas 78723

AGREED BOARD ORDER

NO. 90-09

On this the 14th day of December, 1990, the Texas Air Control Board

considered the matter of enforcement actions pertaining to the following persons:

Ameripol Synpol Company, Jefferson County
Amoco Oil Company, Galveston County
Chem-Pac, Inc., Kimble County
Coastal Refining & Marketing, Nueces County
Jac-Tex Manufacturing, Inc., Cherokee County
Mobay Synthetics Corporation, Harris County
Modern Tire--Service, Inc., Tarrant County
Pioneer Concrete of Texas, Incorporated, Harris County
Rexene Products Company and Lyondell Polymers
Corporation, Harris County

Southwest Cabinet Corporation d/b/a Anton Cabinetry,
Tarrant County

Wilder Management Associates, Inc., Travis County

The terms and conditions under which these matters are resolved are

contained in attachments 90-09(a) through 90-09(k) which are attached to this

order and incorporated as is fully set forth herein.

PASSED AND APPROVED at the regular meeting of the Texas Air Control Board

in Austin, Texas, on this the 14th day of December, 1990.

BY

TEXAS AIR CONTROL BOARD

C~pv / J - , ., /
Dick Whittington, P.B., Chairman

Bob G. Bailey, Vice-Chairman

i

Calvin B. Parnell, Jr., Ph.D.,
P.E., Member

William H. Quortrup, Member
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/JoMn L. Blair, Member

Marcus M. Key, M.D^; Member

ATTEST:

Steve Spaw, P.E
Executive

(SEAL)

C. H. Rivaj?€/Member

Warren H. Roberts, Menber

Mary Anne/Wyatt, Member



TEXAS AIR CONTROL BOARD
6330 Highway 290 East
Austin, Texas 78723

AGREED BOARD ORDER

AMERJPOL SYNPOL COMPANY

NO. 90-09(a)

The Texas Air Control Board (the Board) hereby resolves the matter of

enforcement action regarding Ameripol Synpol Company (the company) in the form

of an Agreed Board Order pursuant to Sections 382.023(a) and (b), 382.082(c) and

(d), and 382.088 of the Texas Clean Air Act (Act), Texas Health & Safety Code

Chapter 382. The staff of the Board (the staff) and the company have agreed on

a settlement of the matters involved in this enforcement action, subject to the

approval of the Board.

In settlement of this enforcement action and solely for the purpose of this

Agreed Board Order, the parties have agreed and stipulated as follows:

1. That the company owns and operates a styrene butadiene rubber

manufacturing plant located at 1215 Main, Port Neches, Jefferson County, Texas.

2. That the above plant consists of one or more sources as defined in

Section 382.003(9) of the Act.

3. That the company as owner and operator of the above plant is alleged

to have violated Board Rule 101.4 and Section 4.01(a) [redesignated as Section

382.085(a) effective September 1, 1989] of the Act by causing, suffering,

allowing or permitting the emission of an air contaminant which caused or

contributed to a condition of air pollution on December 23, 1988; February 20,

1989; October 3, 1989; January 15, 1990; February 2, 1990; February 8, 1990;

February 21, 1990; February 23, 1990; March 29, 1990; and June 11, 1990.

4. That the company as owner and operator of the above plant is alleged

to have violated Board Rule 101.6 and Section 382.085(b) of the Act by failing
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to notify the Executive Director and the appropriate local air pollution control

agency as soon as possible of a major upset condition which occurred on June 11,

1990 which caused or may have caused an excessive emission that contravenes the

intent of the Act or the regulations of the Board.

5. That notices of the apparent violations of Board Rule 101.4 referred

to in paragraph 3 above were received by the company on or about January 11,

1989; March 1, 1989; October 17, 1989; February 6, 1990; February 24, 1990; March

18, 1990; April 3, 1990; May 5, 1990; and July 9, 1990.

6. That notice of the apparent violation of Board Rule 101.6 referred to/
in paragraph 4 above was received by the company on or about July 9, 1990.

7. That the company and the staff agree that the allegations set forth

in the Board's file regarding this enforcement action, concerning violations of

Board Rules 101.4 and 101.6 are hereby settled and compromised. It is understood

that the entry of this Agreed Board Order shall not constitute an admission by

the company of any violations alleged in paragraphs 3 and 4.

8. That administrative penalties in the amount of Seventy-Three Thousand

Dollars ($73,000.00) should be recovered by the Board for the violations alleged

in paragraphs 3 and 4.

9. That the company has placed in the possession of the Board the sum of

Seventy-Three Thousand Dollars ($73,000.00) for deposit in the General Revenue

Fund of the State Treasury, as payment of administrative penalties assessed.

10. That the company has submitted Permit Application No. C-9908 for the

replacement of three triple pass rubber crumb dryers with three single pass
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rubber crumb dryers; Permit No. C-9908 was issued on November 27, 1989; and

installation of the "E" dryer replacement was completed on August 16, 1990.

11. That the company agrees to maintain compliance with Board Rules 101.4

and 101.6 and Sections 382.085(a) and (b) of the Act from and after the date of

this Agreed Board Order and to take the following actions:

(a) The company shall replace two triple pass rubber crumb dryers

with single pass rubber crumb dryers according to the following schedule:

(1) The company shall install the "C" dryer replacement no later

than September 30, 1991; and

(2) The company shall install the "I", "S", or "T" dryer

replacement no later than September 30, 1992.

(b) To reduce the residual styrene content in the stripped latex, the

company has installed a twelfth tray in each of the six north unit stripping

towers. Until March 31, 1991, the company shall maintain an interim residual

styrene content in the stripped latex at or below an annual average of 0.06

weight percent wet and a daily average of 0.085 weight percent wet; provided,

however, that this requirement shall not apply to the manufacture of special

polvmer types with greater than 24.5 percent bound styrene. The daily average

residual styrene shall be calculated by averaging the value from each of the

three shifts in that day. Any time the residual styrene concentration on a

stripping column exceeds 0.085 weight percent wet based on a single sampling

analysis, prompt corrective action shall be taken to achieve compliance with the

residual styrene concentration. While the residual styrene concentration exceeds

0.085 weight percent wet, latex processing may continue, provided that either:
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(1) latex is blended to meet the daily average residual styrene concentration

limit before processing or (2) processing rates are reduced such that total

styrene feed rate to the finishing lines does not exceed 251.5 pounds per hour.

From the time the exceedance is detected, records shall be maintained every two

hours of the latex residual styrene concentration out of the stripper and the

latex residual styrene concentration and total feed rate out of the blend tanks

until compliance with the stripper latex residual is demonstrated for two

consecutive sampling analyses.

(c) After March 31, 1991, the company shall maintain the residual

styrene content in the stripped latex at or below an annual average of 0.04

weight percent wet and a daily average of 0.08 weight percent wet; provided,

however, that this requirement shall not apply to the manufacture of special

polymer types with greater than 24.5 percent bound styrene. The daily average

residual styrene shall be calculated by averaging the value from each of the

three shifts in that day. Any time the residual styrene concentration on a

stripping column exceeds 0.08 weight percent wet based on a single sampling

analysis, prompt corrective action shall be taken to achieve compliance with the

residual styrene concentration. While the residual styrene concentration exceeds

0.08 weight percent wet, latex processing may continue, provided that either:

(1) latex is blended to meet the daily average residual styrene concentration

limit before processing or (2) processing rates are reduced such that total

styrene feed rate to the finishing lines does not exceed 251.5 pounds per hour.

From the time the exceedance is detected, records shall be maintained every two

hours of the latex residual styrene concentration out of the stripper and the
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latex residual styrene concentration and total feed rate out of the blend tanks

until compliance with the stripper latex residual is demonstrated for two

consecutive sampling analyses.

(d) For those special polymers to be manufactured at the plant with

greater than 24.5 percent bound styrene, the residual styrene content prior to

coagulation shall not exceed an annual average of 0.14 weight percent wet and

a daily average of 0.35 weight percent wet.

(e) The company shall keep daily records of all latex production rates

(pounds per hour), latex type, residual styrene concentration in the stripped

latex, residual styrene concentration after reaction for special polymer types

with a bound styrene content greater than 24.5 percent, and residual styrene

concentration prior to coagulation. In addition, records of latex type, feed

rates, and calculated residual styrene after blending and immediately before

processing shall be maintained for each finishing line. Calculated residual

shall be based on residual analysis after stripping or reaction. The company

shall maintain records of such measurements and calculations for at least two

years, and make such records available to the staff upon request.

(f) The company shall conduct a leak detection and repair (LDAR)

program to reduce fugitive emissions of 1,3 butadiene and styrene as specified

in Attachment A entitled "Leak Detection and Repair Program for Piping, Valves,

Flanges, Pumps and Compressors with Intensive Directed Maintenance" which is

hereby incorporated by reference herein for all purposes. With the written

approval of the Executive Director, which shall be reasonably granted, the
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conpany may nxxiify the LDAR program to conform with an applicable United States

Environmental Protection Agency LDAR program.

(g) On or before the date which is sixty (60) days after the date of

entry of this Agreed Board Order, the company shall submit a plan to the staff

for the routing of emissions from the four kerosene scrubbers at the above plant

to a flare (the flare plan). As part of the flare plan, the company shall submit

the following information on the flare to the staff:

(1) Specific design and operational details and calculations which

demonstrate that over the entire range of possible flow rates and compositions
«•'

the flare shall meet each requirement of Standard Exemption number 80 or 40 CFR

60.18;

(2) Detailed explanations of the basis for the flow rates and

compositions used in the calculations, at least one sample calculation, and a

summary of the results of all the calculations;

(3) A completed Table 8, a copy of which is attached to this

Agreed Board Order as "Attachment B", which shall include drawings of the flare

tip and the ignition system; and

(4) A method for monitoring, on an ongoing basis, the British

Thermal Unit value and the flow rates of the waste gas going to the flare.

(h) Within six months after the date on which the staff issues the

final draft of its written comments concerning the flare plan required by

paragraph 11(g) above (the staff's final comments), the company shall route the

emissions from the four kerosene scrubbers at the above plant to a flare in
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accordance with the staff's final Garments. The flare shall meet each

requirement of Standard Exemption number 80 or 40 CFR 60.18.

(i) On or before January 1, 1991, the company shall submit to the

staff for approval data for a dispersion modeling study evaluating the off-

property impacts of the 1,3 butadiene emissions from the above plant, taking into

consideration the actions to be completed pursuant to subparagraphs 11(g) and

(h) above. The company shall complete the modeling study as per TACB modeling

guidelines and submit a report to the staff within three (3) months after the

staff's written approval of the company's data.

(j) On or before January 1, 1991, the company shall submit a plan for

approval by the staff to determine the concentration of 1,3 butadiene and styrene

in the process wastewater at the above plant. As part of such plan, the company

shall conduct sampling to characterize the concentrations caning from each type

of process wastewater source at the above plant. Within three (3) months of

the staff's written approval of the plan, the company shall submit to the staff

the results of the sampling and an analysis which either demonstrates to the

satisfaction of the staff that the process wastewater does not make a significant

contribution to the 1,3 butadiene or styrene emissions from the plant or proposes

means of reducing emissions from wastewater sources and a schedule for

implementation to reduce such emissions.

(k) From and after the date of entry of this Agreed Board Order, the

styrene content of the process wastewater from each of the styrene decanter and

stripper systems at the above plant shall not exceed 200 parts per million by

weight. Additionally, the company shall sample and analyze these process
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wastewater sources on a daily basis to show and maintain compliance with this

requirement. The company shall maintain records of such measurements and

calculations for at least two years, and make such records available to the

staff upon request.

(1) On or before June 1, 1992, all dryer stacks shall be raised to 7 -r

a height of not less than 100 feet above the ground. Sampling ports and

platforms shall be incorporated into the design of all the dryer stacks according

to the specifications set forth in Attachment C entitled "Chapter 2, Stack

Sampling Facilities", which is hereby incorporated by reference herein for all

purposes. Alternate sampling facility designs may be submitted for approval by

the staff.

(m) On or before December 15, 1990, the company shall perform stack

sampling and other testing as required to establish the actual pattern and

quantities of air contaminants being emitted into the atmosphere from the crumb

rubber dryer stacks at the above plant. Sampling and analysis will be conducted

using equipment, methods and procedures approved by the staff. The staff shall

be contacted to schedule a pretest meeting not less than 30 days prior to

sampling, to review the necessary sampling and testing procedures, to provide

the proper data forms for recording pertinent data and to review the format

procedures for submitting the test reports. Reports of the results of such

sampling shall be submitted to the staff by January 15, 1991.

(n) The company shall submit to the TACB staff for approval data for

an atmospheric dispersion modeling study evaluating the short-term off-property

impacts of the styrene emissions from the above plant, taking into consideration
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the actions to be completed pursuant to subparaqraphs ll(c), (d), (f), (j), (k),

(1), and (m) above. The data must be submitted no later than one month after

the requirements of subparagraph ll(j) have been completed. The company shall

complete the modeling study as per TACB modeling guidelines and shall submit a

report to the staff within three (3) months after the staff's written approval

of the company's data.

(o) On or before January 1, 1991, the company shall begin to operate

and maintain a fence-line monitorinq program which will coincide with the

monitoring program of the Southeast Texas Regional Planning Commission and other

industry monitoring programs in the area. The monitoring program shall measure

the 24-hour average concentration of styrene, 1,3 butadiene, and benzene at the

fence-line once every twelve (12) days. This program will conclude one year

after all actions identified in paragraphs 11 (a) through 11 (m) of this order are

completed. All data from such sampling shall be maintained for a period of two

(2) years and made available to the staff upon request.

12. That all air pollution abatement equipment shall be maintained in good

working order and operated properly during normal operations.

13. That any procedures which might otherwise be authorized or required

in this action are waived in the interest of a more timely resolution of the

matter.

For purposes of this Agreed Board Order only and based on the stipulations

and agreements of the parties, the Texas Air Control Board hereby finds that the
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violations described in paragraphs 3 and 4 have occurred and that administrative

penalties are warranted in the amount of Seventy-Three Thousand Dollars

($73,000.00).

It is, therefore, ordered by the Texas Air Control Board that Ameripol

Synpol Company pay administrative penalties in the amount of Seventy-Three

Thousand Dollars ($73,000.00).

It is further ordered that Ameripol Synpol Company shall:

(1) Undertake and complete by the specified dates all items of the

compliance plan set forth in paragraph 11;
e

(2) Maintain all air pollution abatement equipment in good working

order and operate said equipment properly during normal operations; and

(3) From and after the date of this Agreed Board Order, maintain

compliance with Board Rules 101.4 and 101.6.

APPROVED AS TO FORM AND SUBSTANCE:

Michael D. Chisum, Staff AÊ brney (* Date'

ht
(7 for the company Date



Leak Detection and Repair Program
for

Piping, Valves, Flanges, Pimps and Compressors
in

Styrene car 1,3-Butadiene Service

A. This requirement shall not apply (1) where the total of the styrene and
1,3-butadiene concentrations in a stream is less than one percent by weight
(1.0 Wt %) or (2) where the operating pressure is at least 5 kilopascals
(0.725 psi) below ambient pressure. Equipment excluded from this program
shall be identified, including reason for the claimed exemption, in a list
and on a plot plan of the process area to be made available to regulatory
personnel upon request.

B. Construction of new and reworked piping, valves and pump and compressor
systems shall conform to applicable ANSI, API, ASME or equivalent codes.

C. New and reworked underground process pipelines shall contain no buried
valves such that fugitive emission monitoring is rendered impractical.

D. To the extent that good engineering practice will permit, new and reworked
valves and piping connections shall be so located to be reasonably
accessible for leak-checking during plant operation. Non-accessible valves
shall be identified in a list to be made available to regulatory personnel
upon request.

E. Accessible flanges and other piping connections shall be monitored by leak-
checking for fugitive volatile organic compound (VOC) emissions at least
quarterly using an approved gas analyzer as defined by 40 CFR 60 Appendix
A, Method 21. New and reworked piping connections shall be welded or
flanged. Screwed connections are permissible only on piping smaller than
two-inch diameter. No later than the next scheduled quarterly monitoring
after initial installation or replacement, all new or reworked connections
shall be gas tested or hydraulically tested at no less than normal
operating pressure and adjustments made as necessary to obtain leak-free
performance.

Each open-ended valve or line shall be equipped with a cap, blind flange,
plug or a second valve.

F. Accessible valves shall be monitored by leak-checking for fugitive VOC
emissions at least quarterly using an approved gas analyzer as defined by
40 CFR 60 Appendix A, Method 21. Sealless/leakless valves (including but
not limited to bellows and diaphragm valves) and relief valves equipped
with a rupture disc or venting to a control device are not required to be
monitored. For each valve equipped with a rupture disc, a pressure gauge
shall be installed between the relief valve and rupture disc to monitor
disc integrity. All leaking discs shall be replaced at the earliest
opportunity but no later than the next process shutdown.



G. With the exception of those pumps dedicated to and used exclusively in
latex service, all new and replacement pumps and compressors shall be
equipped with a shaft sealing system that prevents or detects emissions
of VDC from the seal. These seal systems need not be monitored and may
include, but are not limited to, dual pump seals with barrier fluid at
higher pressure than process pressure, seals degassing to vent control
systems kept in good working order or seals equipped with an automatic seal
failure detection and alarm system.

Submerged pumps or sealless pumps (including but not limited to diaphragm,
canned or magnetic driven pumps) may be used to satisfy the requirements
of this program and need not be monitored.

All other pump and compressor seals shall be monitored by leak-checking
for fugitive VDC emissions at least quarterly using an approved gas
analyzer as defined by 40 CFR 60 Appendix A, Method 21.

H. Damaged or leaking valves, flanges, compressor seals and pump seals found
to be emitting VOC in excess of 500 ppmv or found by visual inspection to
be leaking (e.g. dripping liquids) shall be tagged and replaced or
repaired. Every reasonable effort shall be made to repair a leaking
component, as specified in this paragraph, within 15 days after the leak
is found. A first attempt at repair shall be made no later than 5 days
after the leak is detected.

If the repair of a component would require a unit shutdown, the repair may
be delayed until the next scheduled shutdown. All leaking components which
cannot be repaired until a scheduled shutdown shall be identified for such
repair by tagging. The Executive Director, at his discretion, may require
early unit shutdown or other appropriate action based on the number and
severity of tagged leaks awaiting shutdown.

I. The results of the required fugitive monitoring and maintenance program
shall be recorded in a log and shall be kept for at least 2 years and made
available to the Executive Director or his designated representative upon
request. Records shall indicate, but not be limited to, the following:
process unit identification, appropriate dates of initial testing and each
attempt to repair a leak, test methods, leaking component identification
number, maximum instrument readings, repair results and corrective actions
taken, and reasons a component cannot be repaired until process unit
shutdown.

J. Compliance with the requirements of this program does not assure compliance
with requirements of TACB Regulation V, an applicable New Source
Performance Standard or an applicable National Emission Standard for
Hazardous Air Pollutants and does not constitute approval of alternative
standards for these regulations.



ATTACHMENT B
FORM PI-2(78-3)

TABLE 8
FLARE SYSTEMS

Nunber from Flow Diagram Manufacturer & Model No. (if available)

CHARACTERISTICS OF INPUT
Waste Gas Stream Material Min. Vahie Expected Ait. Value Expected Design Max.

(scfm f70°F. 14.7 psjal) (scfmf70°F.14.7psia1) (scfm f70°F. 14.7 DM I)

JL

5.

Jk
% of time this condition occurs

Flow Rate (scfm [70°F, 14.7 psial)
Minimum Expected Design Maximum

Temp. °F Premie (prig)

Waste Gas Stream

Fuel Added to Gas Stream
Number of Pilots Type Fuel Fuel Flow Rate (scfm f 70°F A 14.7 pria]) per pilot

For Steam Injection Steam Pressure (psig)
Min. Expected Design Max

Number of Jet Streams

Total Steam Flow Temp. °F
Rate (Ib/hr)

Velocity (ft/sec >

Diameter of Steam Jets
____(inches)_____

Design basts for steam injected
(Ib steam/lb hydrocarbon)

For Water Injection Water Procure (psig)
am Max.

Total Water Flow Rate (gpm)
Mm. Expected Design Max.

No. of
Water Jets

Diameter of Wate
Jets finches

Flare Height (ft) Flare tip inside diameter (ft)

Capital Installed Cost $. Annual Operating Cost $_

Supply an assembly drawing, dimensioned and to scale, to show clearly the operation of the flare system. Show interior dimensions
and features of the equipment necessary to calculate its performance. Also describe the type of ignition system and its method of
operation. Provide an explanation of the control system for steam flow rate and other operating variables.



ATTACHMENT C ju1y

CHAPTER 2

STACK SAMPLING FACILITIES

General

Most sampling for representative results requires minimum sampling
facilities for which the TACB has established the guidelines presented
in this chapter. Stack sampling operations utilize a system of equip-
ment to traverse a cross-section of the stack or duct through ports
located such that a representative sample can be obtained. Normally, a
monorail structure is erected so the cross-section of the stack may be
traversed on two diameters for circular stacks and on a matrix layout
for rectangular or other shaped stacks.

These guidelines cannot anticipate all situations, and special cases
will occur. Non-standard or alternate installations are therefore
evaluated on an individual basis, and in such instances detailed plans
should be sent to the TAC3 for review ana approval before the construc-
tion of stack samolitg faci l i t ies is initiated.

Existing sources v/ i th stack sampling f ac i l i t i es approved previously by
the TACB may not normally be required to meet these additional specifica-
tions described in this chapter. The 220-volt, 5Q-amp electrical outlet
at the stack base as described in the Power Supply section of this
chapter may, however, be necessary in certain cases due to the increased
power requirements of TACB monitoring systems. The following guidelines
constitute minimum requirements for safe and accessible stack sampling
facil it ies:

Physical Features

Before consideration is given to the installation of sampling ports and
platforms, certain dimensions and other features of the stack and stack
gas must be veri f ied in order that a representative sample is possible.

• Stack diameter must be at least one foot.
• Stack gas velocity head must be at least 0.1 inches of water.
• The stack must have at least 2-1/2 diameters of uniform

undisturbed cross-section.

Sampling Ports

Port location

The optimum location of sampling ports is at least eight stack diameters
downstream of any bends, inlets, constrictions, abatement equipment,
straightening vanes, or other flow disturbance; and at least two stack
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diameters upstream of the stack exit or other f low disturbance. Hydrau-
lic diameter is used for non-circular stacks and is defined later in
this chapter. This location permits a sample traverse to be taken using
a minimum of twelve sampling points. A greater numDer of sampling points
is necessary on stacks which fail to meet this location criteria. For a
valid sample traverse to be obtained, however, sampling ports must be
located at least two stack diameters downstream and at least one-half
stack diameter upstream from any disturbance. If a 2-1/2 diameter length
of uniform undisturbed -stack cross-section is not available, stack modi-
fication must be made or an alternate sampling location must be chosen
which will satisfy this criteria.

To minimize the increase in the number of sampling points required on
stacks with undisturoed cross-section less than 10 but greater than 2-1/2
stack diameters in length, the sampling ports snould be located sucn
that the distance from the ports to tne nearest upstream disturbance is
four times the distance from the ports to the nearest downstream distur-
bance (see Figure 2-3 for minimum number of sampling points required).
The 2-1/2 diameter criteria must be met; tne 4:1 distance ratio is a
recommendation.

Port Size

Ports are minimum three-inch ID standard industrial flanged pipe with
six-inch bolt circle diameter and closed by a removable blind flange.
Larger port sizes are necessary on large diameter, double-walled stacks
wnich necessitate longer ports. These ports should also be standard
industrial flanged pipe, ^orts no smaller than four inches inside
diameter must be provided on stacks greater than cen feet in diameter.

Port Installation

Ports shall be installed flush with the interior stack wall and shall
extend outward from the exterior stack wall no less than three inches
nor more than eight inches unless additional length is required for gate
valves. Gate valves should be installed only when extreme stack condi-
tions and/or the presence of hazardous materials require such devices
for the safety of personnel. Ports shall be installed no less than five
feet nor more than six feet above the floor of the platform and the
clearance zone described later in this chapter must be maintained.

Number and Location of Ports on Circular Stacks

A minimum of two ports shall be installed on diameters 90° apart if the
stack diameter plus one port length (stack inside ^all to end of port
extension) is less than ten feet. Four ports shall be installed on
diameters 90° apart if the stack diameter plus one port length is equal
to or greater than tsn feet.
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Number and Location of Ports on Non-Circular Stacks

The same upstream and downstream distance requirements discussed pre-
viously apply to non-circular stacks. The hydraulic diameter (four
times the area divided by the perimeter) is used in place of the circu-
lar diameter. This becomes ( 2 A 8 ) / ( A + B ) for a rectangular stack, where A
and B are the cross-sectional dimensions of the stack. The streamwise
location of the sampling ports is determined in the same manner as for
circular stacks using the hydraulic diameter. The hydraulic diameter is
used only for determining the location of sampling ports and the required
number of sampling points. Hydraulic diameter is not used in data reduc-
tion.

The cross-stream location of the sampling ports is dependent upon the
total number of sampling points required. Figure 2-3 is used to deter-
mine the required minimum number of samoling points by reading the curve
corresponding to the number of upstream hydraulic diameters (B) and down-
stream hydraulic diameters (A) and selecting the higher number.

The stack cross-sect ion of scuare or rectangular stacks is divided into
a matrix ( i , j ) of eaual area rectangles such that i = j or i = j ± 1 and
i + j is equal to or greater than the total number of sampling points
required. The number of sampling ports required is either i or j loca-
ted along one side of the stacic such that the centerline of each port is
colinear with the centroid of each row of sampling points.

Stacks with cross-sect ions which are not circular or rectangular must be
equipped with an adequate arrangement of sampling ports so that the stacic
cross-section may be divided into a sufficient number of area increments
for a representative sample. If equal area Increments are not possible,
time weighting of the sample at the various sampling points may be nec-
essary. Detailed plans of such installations should receive advance
approval by the TACB.

Monorail Support Structure

The installation of a permanent monorail support structure is recom-
mended to reduce set-up time and to eliminate the load-bearing require-
ments for the sampling ports. Figure 2-1 shows a drawing of the mono-
rail support structure including the relative position of the bracket to
the sampling port. This bracket is intended to be compatible with sev-
eral types of sampling equipment. The loading requirements for ports or
the monorail support structure are shown below.

Port or Monorail Support Loading

The port or monorail support installation shall be capable of supporting
the following loads:
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Tee or Angle
Fastened to Stack
(Welded or Bolted)
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Figure 2-1
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• Vertical load of 200 pounds
• Horizontal load of 200 pounds
• Radial load of 1000 pounds (along stack diameter)

Work Platform

A work platform shall be provided around the stack circumference between
the sampling ports and extending at least three feet beyond each port.
If four ports are required, the work platform shall extend around the
entire circumference of the stack. The minimum platform width shall be
at least three feet measured radially with stack diameter. The work
platform must be capable of supporting at least 2000 pounds.

Safe and easy access to the work platform shall be provided via ladder,
stairway,or other suitable means. Safe guardrails shall be provided
around the platform. Angular rather than round rail members should be
used if possible. Mo open ladder well, stairwell, or other such opening
shall be located within three feet of any sampling port. Ladder wells
shall be covered at the platform and any opening to the platform shall
be equipped with a safety bar or chain at the opening.

A temporary work platform for sampling operations is acceptable if
proper safety and accessibility is provided. All other requirements
detailed in this chapter such as for monorails, ports, loading, clear-
ance, and power must be met by the temporary facilities.

Clearance Zone

A three-dimensional obstruction-free clearance zone shall be provided
around each sampling port. The zone shall extend one foot above the
port, two feet below the port, and two feet to either side of the port.
The zone shall extend outward from the exterior wall of the stack at
least one stack diameter ^or stack radius if four ports are provided),
plus one port length (inside wall to end of port extension) plus three
feet. Although this clearance zone is adequate for TACB sampling equip-
ment, sampling contractors may have other clearance needs. The clear-
ance zone 1s illustrated in Figure 2-2.

Power Supply

Electrical power outlets shall be provided as follows:

Platform

One 115-volt, 15-amp, single phase, 60 hertz alternating current circuit
with a grounded two-receptacle weather-proof outlet. Receptacles shall
accept standard three-prong grounded household-type plugs or suitable
adapters shall be provided.
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SAMPLi:" PORTS

A. 2 Ports, 90:

At Least Tvo Stack
Diameters Below Stack
Exit

Eight to Ten Stack
Diameters Above Last
Obstruction

Work Area Clearance

WORK PLATFORM ———

PORT .IMErsij" REQUIREMENTS

utside)
3" Max Unless Gate Valve

Installs!
3" I.D.(min) Industrial
Flange Capped When Wet ir. V-

Install Gate Valve if Stack
Contains Dangerous Gases
or Gases Over 200° F Under
Positive Pressure

STRENGTH REQUIREMENTS

2CO 11: s. Side Lead
1COQ Ics. Radial Lead

200 les . Vertical Load

•At least one Stack Diaaie~er
Plus 3' From Stack
Circunference

A. At Least 3' Wide (U
Wide for Stacks wit
10' or Greater I.D.
and Capable of Suppo
ing 2,000 lisa.

B. Safe Guardrail on Plat-
form with Access by Safe
Ladder or Other Suitable
Means, if Ladder is Used'
Ladder Well Must be Locate

A. 115V, 15A, Single Phase,
60 Hz AC
Located on Platform and at
Ease of Stack with Grounded
Weatherproof Outlet
220V, 50A, Single Phase,
60 Hz AC

at Least 3' From Pert3

No Obstructions t~ be
Within 3' Horizontal
Radius on
Platform Beneath
Ports

Figure 2-2

Stack Facilities

2-6



Stack Base

Two 115-volt, 15-amp, single phase 60 hertz alternating current circuits
with grounded two-receptacle weather-proof outlets. Receptacles shall
accept standard three-prong grounded household-type plugs or suitable
adapters shall be provided.

One 220-volt, 50-amp, single phase alternating current circuit with stan-
dard 50-amp plug or suitable adapters capable of being wired to TACB
power cord.

Vehicle Access and Parking

The stack sampling will be coordinated and control lea from a van or
trailer parked near the base of the stack for the duration of the sam-
pling except for situations in which sampling operations must be con-
ducted from a rooftop or other location. Vehicle access and parking
space must be provided since various umbilical, communications, and
equipment transport lines will be strung from the van or trailer to the
stack platform and w i l l remain in position throughout the sampling per-
iod.

Gaseous Sampling - Concentration Only

Standard sampling ports and platforms are normally necessary for gaseous
sampling because a velocity traverse is needed for flow rate determina-
tion in most cases. In samoling situation? for which only pollutant con-
centration is needeo or for whicn an accurate flow rate is available by
other approved means, less elaborate sampling facilities may be accep-
table. All facilities must, however, meet strength and safety require-
ments.

Gaseous sampling facilities for concentration only snail be sufficient
for collection of a sample of stack gas according to standard gaseous
sampling procedures. Adequate minimum facilities such as a one inch
nipple shall be installed in the stack at a location where sufficient
turbulence exists (no stratification) to insure a representative sample.
Proper clearance must be provided for sampling operations or a permanent
probe and sample line can be installed at the port location and extended
to a more accessible sampling location. The probe and sample line must
be installed so that leak checks can be made.

Permanent Monorail Systems

Source operators are encouraged to install permanent monorail systems on
large stacks. Monorails must extend the full radial length of the clear-
ance zone described previously, and must be capable of supporting a 200
pound load anywhere along the monorail track. Rollers must be properly
lubricated and maintained in working condition. The sample box attach-
ment hooks should be six inches above the oort centerline. If the

2-7



monorail is installed with the hooks more than six inches above the port
centerline, suitable adapters must be provided.

Miscellaneous Requirements

In addition to the specific requirements detailed in this chapter, other
miscellaneous requirements are as follows:

• Power hoists shall be provided for sampling platforms 200
feet or more above ground level.

• Non-circular horizontal ducts should have provisions for
vertical sampling. Circular horizontal ducts should have one
vertical and one horizontal port. Suitable work platforms are
necessary in both cases.

• Heat insulation shall be installed as necessary on high
temperature stacks for safety in the vicinity of the work
pi atform.

• The source operator is responsible for maintaining all sampling
facilities in safe, useable condition at all times.

Excess Air

Additional facilities may be necessary for determining the composition
and flow rates of feed stock and fuel on certain processes such as
incinerators. This information, obtained at the time of sampling, is
necessary to calculate the amount of air in the stack effluent in
excess of stoichiometri'o.

Cyclonic Flow

Cyclonic or swirling flow may be encountered in a stack or duct due to
certain circumstances such as cyclone collectors or tangential duct
entry. Corrective measures such as straightening vanes may be neces-
sary to alleviate the cyclonic condition.

The existence of cyclonic flow may be determined as described in
Chapter 4. A method for sampling cyclonic flow is described in
Appendix H, but advance approval should be obtained concerning its
applicability for determining compliance status.
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ous sampling).

Figure 2-3
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Managing Partners'
Edouard Michelin
Francois Michelin
Rene Zingraff

* Mandates and functions exercised
in other Companies: see p. 58
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Edouard Michelin
Francois Michelin
Rene Zingraff
Societe Auxiliaire de Gestion SAGES
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1 • Michel Caron
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3 • Herve Coyco
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7 • Jean Moreau
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Europe, Euromaster
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Earthmovers, South America
North America, TCI
Technology Center
Personnel
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Pacific Asia
Truck, Africa/Middle East
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Eric Bourdais de Charbonniere
Chairman
Member of the Supervisory Board of Oddo & Cie

Francois Grappotte
Chief Executive Officer of Legrand
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Pierre Michelin
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Manufacture Fran^aise des Pneumatiques Michelin
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Edouard de Royere
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Stephane Marie, auditor*
Dominique Paul, auditor**
Jacques Zaks, assistant of Mr. Marie*
Pierre Dufi ls, assistant of Mr. Paul**

'Associate of Corevise
**Associate of Befec - Price Waterhouse



Contribute

to the p r o g r e s s of mobility

Throughout the world, development is based
on the freedom of circulation of people,
goods and services.
The rapid expansion of road transport and the rise
in the number of cars on the road is coupled with a
quality-oriented evolution in mobility, which offers our
Group opportunities for growth and new performance.
In the future there will be many more vehicles but they
will be safer, have greater driver/vehicle interaction and
be more environment-friendly.

The essence of our strategy is to contribute
to the progress of mobility.
Michelin intends to remain the undisputed
leader in the tire industry by means of:
• its strong capacity for innovation,
• the high performance of its products and services,
• the power of its brands,
• the quality of its results,
• its contribution to lasting development,
• the development of new services for users.

Daring to be different, with a pioneering spirit
and increased commitment: our staff are
the driving force behind our success

By helping mobility to progress, Michelin is contributing
significantly to improved safety, higher performance
and greater driving pleasure.

Simplified legal organization chart

Compagnie Generale
des Etablissements Michelin

France

94%

Compagnie Financiere MicheNn
Switzerland

Industrial, commercial
and research companies

outside France

40%

Manufacture Francaise
des Pneumatiques Michelin

France

Other industrial
and commercial companies

100%

1 % of Peuqeot SA



The t i re .
a high-tech product
A tire is a complex product,
combining about twenty
intermediate components made up of
200 different materials or products.

Functions
• Supporting the entire weight of the vehicle.

• Transmitting traction and braking torques.

• Steering the vehicle under any road conditions
and with any driving style.

• Absorbing impacts and bumps in the road.

• Running on all road surfaces, in any weather
and in any climate, with the lowest possible
fuel consumption.

• Fulfilling its functions for as long as possible.

Performance
characteristics
Grip, road handling, low vibration and noise levels,
endurance, durability, smooth running.

The tire manufacturer's art lies in striking a balance
between these frequently contradictory performance
characteristics in order to satisfy its customers'
requirements in terms of safety, driving pleasure,
reduced cost of use and environmental protection.

MICHELIIM



RUBBER COMPONENTS

are made

FABRIC CORDS
Twisting
Cabling MILLING

Thin
rubber

BUILD UP

STEEL CORDS
Wire-drawing
Cabling

Profiled
sidewall
rubber

CONFORMATION

The tire:
functional structure

1

1. Tread
A thick layer of rubber provides contact
with the ground. It has to channel water
away and last as long as possible.

2. Crown plies
This double or triple reinforced belt has
both vertical flexibility and high lateral
rigidity. It provides the steering power.

3. Sidewalls
These cover and protect the textile casing
whose role is to attach the tire tread
to the wheel rim.

4. Bead area for attachment to the rim
Its internal bead wire clamps the tire
firmly against the wheel rim so that
they are joined together.

5. Inner liner
This makes the tire almost totally
impermeable and maintains the correct
inflation pressure.



long-term driving safety

Regularly
check the inflation
pressure

Your tires' contribution to
your safety depends first
and foremost on maintaining
the correct inflation pressure.

As this pressure naturally
decreases over time, it should
be checked at least once
a month. Do this when
the tires are cold, as there
is spontaneous overpressure
in "hot" tires.

Check
for impacts
and tire wear

Tire sidewalls should always
be checked after an impact.
A bulge indicates a weak spot that
could deteriorate quickly. In this case,
ask a specialist for advice.

• When the tread profile is only
1.7 mm deep, the tire must be replaced
as it no longer has sufficient grip on
wet roads. To make this clearly visible,
the tread is equipped with a set of 6
or 7 wear bars that appear across
the tread of the tire when it needs
to be replaced.

• If tread wear is uneven, check the
alignment of the axle concerned.

Ensure
correct
wheel
balancing

A fitted tire can become
unbalanced. This produces
vibrations in the steering
and the floor that may eventually
lead to free play in the steering.
In this case, have the wheels
balanced as soon as possible.

Adapt
to winter conditions

Low temperatures tend to make the
tread rigid on ordinary tires, reducing
their grip on slippery surfaces.
If you frequently drive in cold, rainy
weather or on black ice or snow,
it would be a good idea to fit
special tires.

Winter tires use special types of
rubber and tread patterns equipped
with sipes which provide
excellent grip.

What Should I do if I have a flat tire?
If you are not yet equipped with PAX System, you should slow down
as soon as possible, turn on your warning lights and park at a safe
distance from the traffic to change the tire.

• Once the handbrake is on and the passengers are safe, well away
from the traffic, wedge one of the wheels and unlock the flat tire by
loosening its nuts by one turn, before jacking up the vehicle.

• Once the vehicle has been jacked up, remove the nuts and the flat tire,
then fit the spare tire, though without fully tightening the nuts.

• When the vehicle has been lowered again, tighten the nuts
and continue your journey... carefully.



Profile

Michelin is one of the A/Orld leade
with a 19% share of the tire market

The Group is in pole position on every continent and all tire and mobility-related
service markets. It is the acknowledged leader, ahead of the field
on the most challenging technical segments.

Michelin's development
is based on inovation

and a high level of quality offered to automotive manufacturers, distributors
and drivers. The Group's policy is to adapt closely to the requirements of each market;
it is backed by a unique portfolio of complementary brands,
able to satisfy the requirements of every customer with a wide range
of performance levels and prices.

The Group's medium-term

• to achieve a 10% operating margin by 2005,
• to outperform market growth by at least 2% in the most buoyant segments,
• to achieve a more balance spread of business across geographic markets,

by developing sales in regions with high-growth potential such as Asia,
South America and Central and Eastern Europe.

Annual Report 2001 1



Message from Edouard Michelin

Madam, Sir, Dear Stockholder,

The year 2001 was marked by substantial progress in our
global, profitable and sustainable growth strategy. I wish to
underline 3 elements that are of particular significance:

• Michelin has become N0.1 in China,
• 2001 was an outstanding year for our Group in the field

of innovation,
• our operating margin is 6.6%.

What is at the very heart of this dynamic?
Our teams of course!

Our teams around the world have put their passion
for excellence at the service of the durable and structural
improvement of the Group, while still striving to give
the utmost satisfaction to our customers.

In order for our employees to be more fully associated with
the life of the Company, we will be launching worldwide
Employee Shareholding Plans and Stock Option Plans that will
start in the spring of 2002.

A pioneering spirit, stamina, a sense of teamwork : these
values are also at the root of our successful return to F1
and of the wealth of medals captured in all the motorsport
disciplines in which we are involved!

Strengthening in Europe and in North America -
Development in the new markets.

Despite the reversal of the economic situation, the first signs
of which appeared in the United States as early as the second
half of 2000 and was further accentuated by the tragic events
of September 11, Michelin was able to hold the course and
master a delicate environment with a sense of both
anticipation and reactivity.

In Europe and in North America, Michelin has strengthened
its positions on the replacement markets and on all segments
with added value. The effort was pursued in Eastern Europe
in order to take advantage of local growth and to guarantee,
in the long run, our positions in a widened Europe.
This is the reason why we have acquired Tofan, the leading
tire manufacturer in Romania.

In Asia, our expansion is particularly spectacular in China
thanks to the creation of a joint-stock company with the NO.1
tire manufacturer in China, Shanghai Tire and Rubber
Company, in which Michelin holds 70% of the capital.
Our position now enables us to accompany the growth
of an up-and-coming automobile market.
In South America, our growth has remained substantial,
despite the economic difficulties encountered in this zone.

Innovation.

Along with the ongoing quest for quality, innovation
is at the heart of our strategy.

In 2001, this was given concrete expression through a series
of "firsts", very important for our future growth:
• the first standard vehicle equipped with PAX System,

• the launch of a new axle system, the Optimized Contact
Patch system, that will revolutionize the dynamics of vehicles
and the performance of tires,
• the Air X NZG tire for Concorde, the innovations of which
will be extended to other aircraft,
• the partnership agreement with Bosch in the area

of the optimization of the coupling of tires and electronic
vehicle control,
• the launching of a full set of online mobility assistance
services with ViaMichelin, the development of Michelin Fleet
Solutions services to vehicle fleets and the commercial
distribution of snow chains, the very first Michelin
licensed products.
Through its ongoing efforts in research that do not compromise
its financial balance, Michelin invests in the future.



Message from Edouard Michelin

Profitable growth in a difficult context
With an operating margin at 6.6%, above that of our

competitors as well as one of the best results
in the automobile industry as a whole, Michelin has achieved
a good performance. This result stems from a targeted
growth on the most profitable and buoyant markets
in the field of passenger vehicles and professional applications.
This also stems from the will to restore value to a technically
advanced product, essential to safety. Finally, this also conveys
a strict management of our financing needs, especially
as far as inventories are concerned.
Michelin has also proven its ability to face difficult times
without a significant drop in results, and to strengthen
its leadership.

This good performance was achieved thanks to cautious
management and risk appraisal which has always
accompanied Michelin's development.

We trust that both our teams and our strategy will confirm
in the long term the guality of our performances in 2001.
Your Company has given itself the means to lead the race
in the sector of mobility.

Thank you for your trust. I would also like to mention that,
at the time of the General Meeting in May 2002, the functions
of my father, Mr. Francois Michelin, as Managing Partner will
come to an end. Without saying too much at this point about
this important moment..., for 50 years, what a contribution,
what passion!

Annual Report 2001



2001

2000

1999

1998

37.9%

43.4%

34.2%

30%

by volume

Percentage of top-range tires
in Passenger Car Light Truck sales

As a result of its focused growth strategy,
Michelin is making rapid progress
on the most dynamic and profitable segments:
high performance tires (VZ indices), performance
(H index) and tires for 4x4s or SUVs
(Sport Utility Vehicles).



Key figures

•

m

2001

2000

1999

Change in finished product
inventories (at cost) an tons)

Despite more difficult market conditions, the Group improved
its control over finished product inventories, which declined
by more than 8% excluding the effect of exchange rate
changes. At 20.9% of sales compared with 23.2% the previous
year, this was the result of improved responsiveness
in the procurement chain and the Group's capacity to anticipate
and adapt swiftly to changing markets.
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Good resistance
in a difficult environment

Growth still outstripping
market expansion

2001

2000

1999

1998

Consolidated
in millions of euros

sales +2,5%

Other businesses: 31.1%

Truck tires: 24.8%

+2.0%

-4.3%

2001 sales
by busin

1s
ess

^^ Passenger Car
M Light Truck tires: 50.6% +3.8%

)

segment

North America: 39.8% +5.5%

2001 sales
by geographical area

Although volumes dipped 2.8%, net sales
rose by 2.5% thanks to a well-targeted
growth strategy and a pricing policy
designed to protect margins.
70% of sales were achieved
on the non-cyclical replacement market.
The rise in sales exceeded the growth
on the world tire market.



Key figures

Limited reduction
in the operating margin

Improved
financial condition

2001 ,

2000

M999 ,

1997 |

1 6.6%

| 7.6%

J 8.8%

~~1 8.6%

1 1 Mt

• 1,073

1,162

1,207

Consolidated operating income -10.5%
in millions of euros

* Previous accounting methods
*• Pro forma.

• Total
• Operating margin

2001

2000

.1999

*1998

•1997

1,089

1,091

1,003

• 1,090

Net capital expenditure -0.2%
in millions of euros

* Previous accounting methods.
** Pro forma

2001 |

2000 |

2001 |

2000 |

2001 D

2000 Q

-0 .3%

1 0.4%

1 8.8%

Variation: +1.3 pt

Variation: -4.8 pts

U13.6%

Variation: -0.7 pt

Operating margin • Passenger Car-Light Truck tires
by business segment n Truck tires

• Other businesses

2001 ,

2000

1999 .I

1999

|
1998 |

1997

1

>

1 88%

65%

65%

1 113%

Z | 119%

] 113%

2,564

Net debt
in mi/lions of euros

* Previous accounting methods
** Pro forma

4,881

4,926

Total
Debt-to-equity ratio

In an environment marked by a sharp deterioration
in the North American market and a rise
in the prices of raw materials, operating margin
declined by only 1 point, reflecting improvements
in the product mix and a pricing policy designed
to protect margins.
This operating margin is one of the best
in the tire industry.

Michelin pursued a selective
investment policy.
The Group applied part of the capital
gain on the sale of 2.8% of Peugeot SA
to reducing its debt position.
23% of debt is repayable beyond 5 years.
Interest cover (Operating income/net interest expense)
stood at 3.3x.
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Michelin's share performance

Euronext Paris Premier Marche (first market) Deferred Payment Service
Sicovam / EUROCLEAR Code: 12 126
ISIN Code: FR 0000121261
Indices: CAC 40 - Eurostoxx 100
Par value: 2 €
Minimum tradable number of shares: 1
Average daily trading volume: 578,980
Market capitalization on 31.12.2001: € 5.0 bn

Published earnings per share
in euros

Net dividend per share excluding tax credit

2001

2000

•1999

2001

2.10

2001

2000

"1999

•1998

M997

• 0.85

0.80

0.71

Previous accounting methods
** Pro forma.

• 0.64

0.58

Share performance

For the last 5 years, Michelin has pursued
a policy of regularly increasing its dividend.

40

20

Michelin CAC 40 ridgestone

A M J J

Monthly trading volumes

M o n t h l y t rad ing vo lumes from January 2000 to February 2002

High

Low

Year-end price

Market capitalization as of 31.12 in billions

Average daily trading volume

Number of shares

Par value

2001

43.50

25.84

37.05

4.99

578,980

134,715,873

2

2000

41.90

30.10

38.55

5.19

514,485

134,715,873

2

1999

49.49

30.30

39.00

5.25

561,436

134,715,873

2

1998

62.34

28.51

34.07

4.59

561,933

137,715,893

2

in euros

1997

61.42

41.89

46.19

6.32

545,646

136,892,968

2



Michelin's share performance

Shareholder Ownership structure as of 31.12.2001

Treasury stock
Employees
French institutions
Franklin Templeton
Other foreign institutions
Individual shareholders

3.1%
0.2%

25.0%
6.6%

44.1%
21.0%

Michelin share price in 2001
Michelin enjoys genuine competitive advantages on funda-
mentally sound, buoyant markets. Moreover, the Group
possesses the necessary human, technological, industrial
and financial resources to achieve its growth and prof-
itability objectives. This is undoubtedly why the Michelin
share price has stood firm compared to the indices and its
main competitors.
Thanks to its clear-cut strategy, there are signs that the
Group's fundamentals are starting to be taken into account.
Capital previously invested in TMT stocks is moving back to
industrial companies such as Michelin, which offer greater
visibility. Continued market volatility is penalizing long-term
investors, however.

Shareholder information
Michelin endeavors to establish positive relationships with its
shareholders, based on trust and transparency, by keeping
them fully and speedily informed.
In 2 years, close off times have been reduced by 3 weeks
and the Group now publishes its annual results less than
2 months after the end of the financial year.
Since all the shares are registered stock, Michelin is able
to keep all shareholders directly informed. Information
resources include the Letter to Stockholders, published
3 times a year, a full Annual Report and an Internet site
updated on a daily basis: www.michelin.com.

In 2001, Michelin took part in the ACTIONARIA convention
in Paris for the 4th year running and arranged 3 meetings,
in Paris, Lyon and Lille, to meet shareholders personally
The Annual General Meeting of Shareholders was held for
the first time at the Ladoux Technology Center. This gave
around 800 shareholders an opportunity to attend demon-
strations of the technical performance of the Company's
products on the test tracks.

At the same time, over 150 meetings and "one-to-ones"
organized in 13 different countries enabled the Group to
hold direct discussions with 340 analysts and institutional
investors. As in 1999 and 2000, seminars held in Europe and
the United States gave around fifty analysts and investors
further insight into the Group's strategy, particularly regard-
ing top-range Passenger Car and Truck tires. It also gave
Michelin an opportunity to present C3M and the major role
that this revolutionary process is scheduled to play in the
Group's strategy.

A dividend up 6.2%
At the Annual General Meeting on May 17, 2002, the
Managing Partners will be proposing the distribution of a
net dividend of 1.28 euro, including the tax credit, an
increase of 6.2% on the previous year and up 47% over
the past 5 years. The dividend will be payable as from May
22, 2002, i.e. 2 business days after the Meeting.

Financial calendar '

Shareholder Annual General Meeting
Payment of proposed dividend

May 17, 2002
May 22, 2002

Announcement of 1st quarter 2002 net sales April 24, 2002
Announcement of 2002 half-year results July 30, 2002
Announcement of 3rd quarter 2002 net sales October 24, 2002
Announcement of 2002 net sales February 5, 2003
Announcement of 2002 results date to be announced

(1) These dates may be subject to change.
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Highlights

© Commercial facilities in over 170 Countries
36,200 products marketed

© Production Sites within the markets
Close to 80 production sites in 18 different countries with a daily output of

• 844,000 tires
• 61,000 inner tubes
• 96,000 wheels
• 70,000 maps and guides

© Highly-qualified Staff
Around 130,000 employees of many cultural origins,
including 4,000 research staff based in Technology Centers in Europe,
the United States and Japan.

© A passion for automobiles
Over 120 World Driver and Constructor
Championship titles since 1973.
2001 brought:

• 4 Formula 1 wins in the first year
• World Rally Championship (constructors)
• SOOcc Motorbike World Championship
• Superbike World Championship
• Victory at the Le Mans 24-Hour Race
• Victory in the Dakar rally in 3 vehicle categories

© A superb portfolio of brands
covering all market segments

BFGtntMcH KteBir 1UMROYAL

R/REN ^TAURUS ^""""M e S M M T V R E SICOLLAMTAS

RREUROMASTER W l iiji RE/AMIC
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Presentation of the Michelin Group

A leader
on the world

tire market

market share

O Tires for every type of vehicle
• Passenger cars and light trucks
• Trucks
• Agricultural vehicles
• Earthmovers and handling equipment
• Aircraft
• Two-wheelers

© Road-holding systems
in partnership with Woco,
Vallourec Composants Automobiles, Toyo AVS, Bosch, etc.

0 Integrated distribution
and services n e t w o r k s

• Euromaster in Europe
• Tire Centers LLC in the United States

O Mobility assistance Services
• Michelin maps and guides
• Michelin Euro Assist assistance services
• Michelin Fleet Solutions
• ViaMichelin electronic services
• Tire Advisor
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Highlights

© Commercial facilities in over 170 Countries
36,200 products marketed

0 Production Sites within the markets
Close to 80 production sites in 18 different countries with a daily output of
• 844,000 tires
• 61,000 inner tubes
• 96,000 wheels
• 70,000 maps and guides

0 Highly-qualified Staff
Around 130,000 employees of many cultural origins,
including 4,000 research staff based in Technology Centers in Europe,
the United States and Japan.

0 A passion for automobiles
Over 120 World Driver and Constructor
Championship titles since 1973.
2001 brought:
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• World Rally Championship (constructors)
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• Victory at the Le Mans 24-Hour Race
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2001:
Michelin moves ahead

Developments
Michelin - the leader in China...
The Group has taken a 70% stake in a joint company set
up with Shanghai Tire and Rubber (STRC), China's No. 1
tire manufacturer. Shanghai Michelin Warrior Tire
Co.,Ltd. has acquired from STRC the resources to produce
radial Passenger Car and Light Truck tires. It produces
tires for the Chinese market and exports under the
Warrior and Michelin brands. Michelin has been present
in China for nearly 4 years now and is the leader on the
Chinese market for radial passenger car tires.

...and in Romania
The Group has acquired two plants producing radial tires
for Passenger Cars/Light Trucks and Trucks from Tofan,
the No. 1 Romanian manufacturer. Included in the deal
are around twenty storage and distribution centers
and the Automaxima franchise with 2,000 sales outlets.
Michelin is now the leader in Romania with over half
the market and is thus expanding its resources to serve
buoyant markets in Central and Eastern Europe.

PAX System
becomes the standard
Michelin and Sumitomo Rubber Industries have signed a
license agreement for the development and sale of PAX
System in Japan and Asia. PAX System offers a high level
of performance and ride comfort and low rolling
resistance, while enabling a vehicle to drive safely
at 80 kph for 200 km after a puncture.
With the agreements already signed with Goodyear
and Pirelli, the promotion of PAX System is now backed
by four manufacturers which together represent 48%
of the world original equipment market.

ViaMichelin
recognized as a major player
in mobility assistance services
The Group has launched a full set of mobility assistance
services for individuals and companies under the name
ViaMichelin. Maps, traffic, weather and tourist
information are available on the Internet, Minitel,
CDRoms, GSM, WAP and PDA. The free-access site
viamichelin.com launched in 2001 has been a genuine
success with close to 3 million visits per month.
Its European deployment has begun,
with the establishment of affiliates in Germany and the
United Kingdom, soon to be followed by Spain and Italy.



The year's events

Innovations
Launch of the Optimized
Contact Patch system
Entirely designed by Michelin, this new axle system
optimizes the tire contact patch, particularly when
cornering. The result: improved safety, longer tire
life and excellent driving comfort for the vehicles
of tomorrow.

Development
at record speed for Concorde
At the request of EADS, Michelin developed its latest
version of radial technology for aircraft in just 8 months:
the AIR X NZG (Near Zero Growth). The tire offers
remarkable resistance to external aggression
and a significant gain in weight - two vital qualities
for aeronautics. This innovation will ensure extra safety
for air transport in the future.

Partnership with Bosch
Michelin has set up a strategic partnership with Bosch,
the brake and stability specialist, to improve safety
and mobility by optimizing the coupling of tires
and electronic vehicle control technology.

Productivity
to the power of 3 with C3M
20 million tires have already been produced using this
compact process, which involve a single production phase
instead of 7 with the traditional process. This highly flexi-
ble process is particularly suited to the production
of tires with distinctive performance characteristics. C3M
is already accounting for 20% of the Group's production
in this segment. The aim is to achieve a 30% gain
in productivity.

Stimulating performance by
associating the staff with results
The Group has decided to launch a worldwide employee
stock ownership plan and a stock option program
in 2002. The related share issues were authorized by
shareholders at the 2001 Annual Shareholders' Meeting.

Michelin elected top company
by managers
Michelin was elected the "top company"in a survey
of 1,350 managers conducted by the French economic
magazine, "L'Expansion", and the IFOP survey institute.
Michelin was the second favorite brand in France according
to a survey of 1,000 people by "Capital" magazine
and the CSA survey institute.

Home servicing
With its new mobile workshop, Euromaster is now able
to offer a new service to individual customers: everyday
maintenance of their vehicles -tires, brakes,
oil-change - at home or on their company parking lot.
The objective for France: 30,000 service calls a year.

Performance
Formula 1 victories
After 16 years away from Formula 1, the drivers of
Michelin's partner racing teams achieved 11 podium
finishes in 17 Grands Prix: Ralf Schumacher and
Juan Pablo Montoya with their BMW Williams brought
Michelin 4 new Formula 1 victories.

Transparency
New rating
Standard & Poor's assigned Michelin a BBB+ long- term
rating, with a stable outlook, and an A2 short-term rating.
Moody's assigned Compagnie Financiere Michelin
and Manufacture Francaise de Pneumatiques Michelin
a Baa! long-term rating and a P2 short-term rating.
These ratings compare favorably with other players in
the tire and automotive equipment manufacturing sector.

Open day
and information meetings
20,000 people accepted Michelin's invitation to its first
"Open Days" in Clermont-Ferrand in June.
In all, around 6,000 private shareholders attended
information meetings organized in Paris, Lyon and Lille.
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Strategy

Michelin intends to become the undisputed l e a d e r
in the tire industry and, more generally, in the field of mobility
assistance through its capacity for i l U l O V a t i O I T I , the quality
of its products and services and the impact of its brands.

The Group's objective is to achieve lasting high-performance
results by maintaining a higher growth rate than the market
on specific attractive segments
and by increasing profitability.

With this aim in mind, Michelin's g r O W t h S t r a t e g y
is t a r g e t e d on the most buoyant and rewarding markets.
Technology, innovation, marketing, and service:
it is endeavoring to make the most of areas where its SKI I IS
are clearly recognized by its customers.

o





Sustainable, profitable
growth - worldwide

3 / 4 of Passenger Car-Light Truck tires sold
are replacements.

T h e 4 x 4 , SUV and high-performance replacement
tire market alone is equal in value to the total
original equipment market, with much higher
growth and profitability.

The quality of a Michelin Truck t i re CarcaSS,
combined with Michelin retreading techniques
and services, offers transport professionals
the lowest cost per mile.

As ia accounts for 1/3 of the world Truck tire
market with a radialization ratio of 32% compared
with 86% in Western Europe and North America.

C h i n a now offers the highest growth prospects in
Asia for Passenger Car and Truck tires

• Michelin is following a policy of sustained organic
growth, backed by selective acquisitions on new markets.
Its geographical coverage enables it to serve major vehicle
manufacturers throughout the world.

• To speed up the development of PAX System and ensure
that it becomes a standard as far as the consumer is con-
cerned, while mobilizing a limited amount of capital, Michelin
is developing partnerships with major manufacturers: Pirelli,
Goodyear and Sumitomo Rubber Industries.

• Upstream, the Group's recognized expertise in road-holding
enables it to form strategic partnerships with automotive
manufacturers and industrial companies offering complemen-
tary skills in order to develop complete optimized assemblies.

• Downstream, Michelin is present in all the distribution
channels. It is broadening its outlook by proposing innovative
services to professionals and individuals, in particular via its
integrated distribution networks and specialized subsidiaries:
emergency assistance, onsite services and the sale of tires "by
the mile". It is strengthening Michelin brand links with vehi-
cle manufacturers through its participation in Formula 1 and is
also developing licensed products linked to mobility.

• In 1999 in Europe and in 2001 in the United States, the
Group introduced a plan to boost its competitiveness. In 2002,
these plans and the additional measures currently being set up
will lead to a reduction of €150 million in operating costs
taken over a full year, giving total savings of €300 million by
the end of 2003.
In this respect, worldwide deployment of C3M in 2002 on
top-range segments is a crucial advantage. Productivity gains
of up to 30% are anticipated from this ultra-flexible, compact
process on the segments targeted.

• Michelin enjoys areas of particularly high growth, which
include:
- the extremely profitable Performance, High-Performance,

4x4 and SUV tire market which is expected to rise by 40%
by 2004;

- Central and Eastern Europe, South America and Asia, where
radialization of the market is currently spreading fast;

- extended mobility with PAX System and road-holding,
where the combined design of optimized systems is
paving the way for new, high added-value technological
breakthroughs.
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Bibendum,
the Michelin Man,
is known the world
over and enjoys
an image that a/I
brands envy.

Formula 1: the most
prestigious discipline
among the mechanical
sports, involving close
partnerships with
the car makers.

Enhancing the value
of the Michelin brand

Michelin is one of the world's leading brands,
with a brand-recognition rating of 98% in Europe,
96% in North America and 55% in Asia. Its main attributes
its technological advance and high quality.
To build on these exceptional assets and strengthen links
with the general public, Michelin chose to return
to Formula 1 racing, the only motor sport
with a worldwide audience.
The Group has also launched a program of licensed
products, all linked to mobility.
The first, a snow tire chain, came out in 2001.
Three collections of products will be launched gradually
during 2002, 2003 and 2004 in Europe, Asia
and North America.

The agreements
signed with major
manufacturers give
PAX System worldwide
coverage.

The strength of the Michelin brand

"Brand equity" analysis concerning passenger car tires on 7 major markets.
"Brand equity" is the percentage of the population with an opinion on a brand, multiplied by the perceived quality score
attributed to the brand. The higher the equity, the higher the awareness of the brand and perception of its quality.

France Germany Italy United Kingdom Spain United States Canada

Michelin 8.86 7.65 8.07 7.40 8.36 6.74 7.22

Goodyear
Bridgestone

Pirelli

Firestone

8.09
4.07

7.19

6.19

5.86
5.17

6.08

4.26

6.60
4.26

7.83

4.20

6.21
3.07

6.19

4.51

4.60
2.29

6.86

6.12

6.39
4.09

3.17

3.76

6.25
4.68

4.87

3.85

Source: Michelin Tracking Study 2001 - Europe (end of October 2001) - USA/Canada (end of June 2001).
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Proposing the best possible offering
to each of our customers

The best offering at the best price on each market segment:
whatever customers are looking for, Michelin wants to pro-
pose the best possible solution.
As the Group sells to all the automotive manufacturers and
distribution channels, it is developing a multi-brand portfo-
lio and enhancing its offering with skills and services that
match the requirements of vehicle manufacturers, distribu-
tors, transport professionals and private individuals.

Worldwide development,
an organization close to the markets
With 80 production sites worldwide and commercial facil-
ities in 170 different countries, Michelin is able to serve
vehicle manufacturers wherever they are located and
assist them in conquering new markets. As the world
leader in original equipment, the Group's tires are fitted
on one new vehicle in three and it has the highest loyalty
ratio on the replacement market: 66% in Europe and
47% in North America for the Michelin brand.
For replacement tires, which represent three quarters of
Passenger Car-Light Truck sales, the Group is backed by an
excellent local network which meets the specific require-
ments of the markets in terms of products, sales and mar-
keting and is able to take advantage of growth wherever
it is strongest.

Its worldwide coverage allows technologies and new
products to be deployed quickly and fosters purchasing
and production performance. Worldwide steering of
production capacities on a medium-term basis by major
product segment and decentralization of production planning
make a significant contribution to inventory reduction and
the improvement of delivery lead times.

A multi-brand strategy,
presence on all distribution circuits
Michelin has a multi-brand strategy for Passenger Car, Truck
and Agricultural tires in order to meet the price/performance

requirements of all its customers by proposing appropriate
products and sales conditions for the different distribution
channels: traders, specialists, dealers, automotive centers,
garages, service stations and large supermarkets.

With Michelin, the leading world brand, BFGoodrich,
Kleber, Uniroyal, several leading national brands and well-
positioned distributors' brands, the Group has the best
portfolio in the profession worldwide. In a rapidly expand-
ing market, strong brands offer a distinct advantage. The
recall of Firestone tires actually made the market less stan-
dardized by developing consumer awareness of the impor-
tance of quality for their safety. It had a direct beneficial
impact on leading brands and facilitated acceptance of a
firm, revalued price policy.

Skills and services of value to customers
To win market share, it is not enough to have the best
product; skills and services must be associated with it to
offer the best solutions.

This is what Michelin does with vehicle manufacturers by
developing just-in-time deliveries, supplying fitted assem-
blies and offering new solutions in the fields of extended
mobility, road-holding and active safety systems.

On the professional markets, the Group proposes compre-
hensive services, either directly or via its Euromaster net-
work in Europe and TCI in the United States: the sale of tires
"by-the-mile", 7-days-a-week vehicle assistance, retreading
and global management of tire expenditure.

It offers distributors safety audit services and recommenda-
tions on fitting, delivery automation, inventory management
and recovery of worn tires.

Since 1900, it has been a faithful companion to generations
of motorists with its maps and guides, now backed by the
new ViaMichelin digital mobility assistance services.
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Customer orientation

The Group's efforts regarding service
excellence have resulted in a satisfaction rate of
around 90% in the Passenger Car and Truck sectors
in the United States.

In close pdf tnersh ip with the distribution network,
the new "Michelin Fleet Solutions" international
offering provides a global service to transportation
companies seeking to outsource management
of their tire expenditure.

Tire Advisor enables all North American Internet
users to find the tire most suited to their vehicles
and driving styles.

PAX System: a new universal standard
Extended mobility, safety, improvement of performance in terms of comfort
and consumption, extra space opening up the way for new vehicle design:
PAX System brings added value to drivers and vehicle manufacturers alike,
taking it into "pole position" among the major standards
of the tire industry of the future.
After-sales services are being set up with approved service points,
breakdown trucks and call centers.
In Europe, these services are already up and running, while
in the United States, they will be put in place progressively, starting in 2002.
In addition, vehicle manufacturers can already obtain supplies
of PAX System products from 4 tire manufacturers.
In 2002, PAX System will be fitted for the first time as a standard feature
on 2 of the 5 French models of the Renault Scenic.

Bibserve.com helps distributors
to improve management of their business
From major networks to backwoods service stations, over 50,000 distributors
in Europe are concerned by the new Michelin Extranet service.
It provides information on the technical characteristics and availability
of 3,000 references and enables orders to be placed online 24 hours a day.
By 2002, bibserve.com will be helping distributors improve stock
management by means of sales records and forecasting tools. It will also
enable the Group's 7 European call centers to step up their commercial
activity by freeing them from part of the order-taking process.
The long-term objective is to take 50% of orders online,
i.e. over 17,000 per day, and to integrate bibserve.com into the logistics
chain management applications.



Daring to be different

M i c h e l i n works with all automotive manufacturers
worldwide.

It took only 8 m o n t h s to develop the new NZG technology
which enabled Concorde to return to the skies.

Over 200 technical certifications are awarded
to the Group every year by automotive manufacturers.

The Scorcher TA Internet program offers
BFGoodrich customers 512 possibilities for customizing the
colors of their tires and then ordering them online.

Technological audacity is the key to Michelin's success and
the Group intends to remain the most innovative company
in its sector in terms of products, production processes and
services.
The Group's Research and Development is the world leader
in its field. It represents 4.4% of net sales, i.e. €702 million
in 2001.

4,000 researchers
are working
to improve mobility.

Optimizing tire perfon
by redesigning the axl<
only a tire manufactur
could do it!

Innovating in close touch
with customer requirements
In Europe, the United States and Japan, the Technology
Centers design the fundamentals for the tires - materials,
architectures, tread patterns, processes - calculation and
modeling methods and production machines. They try out
their innovations not only in their test centers but also on
machines, tracks and in the most extreme conditions of use
so that they can propose proven products and processes.

Michelin undertakes research in other fields of innovation
with high added-value: the optimization of production
processes (C3M), design enhancement (colored tires), etc.

ViaMichelin's Internet
site proposes mobility
assistance services and



Innovation

New high added-value technologies:
tire pressure control and optimized assemblies
The combined design of the tire and suspension represents
an opportunity for Michelin to further reinforce the techno-
logical content of its products. Its expertise in road-holding,
associated with the skills of complementary partners in elec-
tronics and braking, will foster the emergence of systems
offering radically new performance characteristics.

In 2001, a partnership was finalized with TRW for onboard
tire pressure verification equipment, which culminated in
"The EnTire Solution" system to inform the driver whenever
there is a drop in pressure. This type of equipment will
become mandatory in the United States in 2003. In con-
junction with Wabco TIPM, Michelin has also developed an
active pressure-management system which automatically
adjusts the PAX System pressure.

A joint venture has been set up with the German group
Woco in the field of anti-vibration systems: Woco Michelin
AVS. The joint venture has itself signed a partnership agree-
ment with the Japanese firm Toyo for development in Asia.
In road-holding systems, the Group presented the "Optimized
Contact Patch system" in 2001, a new concept developed
by Michelin which improves road-holding safety, particularly
when cornering.

In the field of vehicle stability and dynamics, Michelin
formed a strategic partnership with Bosch in 2001.
The prospects are far-reaching, with a long-term approach.
The numerous projects already identified include systems
to reduce braking distances and systems which combine
PAX System with the electronic stabilization program (ESP)
to improve mobility if there is a pressure loss.

Innovating with Internet-based services
Michelin is making use of the Internet to improve cus-
tomers' satisfaction through more efficient management of
relations with them and extended service offerings:
exchanges of data with vehicle manufacturers; orders, man-
agement of services and billing for distributors and trans-
port professionals; tire customization and online ordering
for private individuals and electronic services to assist driver
mobility in general with ViaMichelin.

Main innovations in 2001
Automobile tires: Pilot Sport All Seasons, Pilot Sport Cup, Drice, Ivalo 2
Truck tires: X One, XTA2 Energy "low aspect ratio"
Aircraft tires: Air X with NZG technology
Bicycle tires: Mountain Bike Comp S Light, Jet Less, new Axial range
Motorbike tires: Michelin Pilot Sport HPX, Pilot Sport Cup, Enduro Star
Handling equipment tires: Michelin X-Straddle
Earthmover tires: XZSL, X-HAUL
Agricultural tires: MACHXBIB, CARGOXBIB
Road-holding: Optimized Contact Patch System
Electronic pressure monitoring: The EnTire Solution
Distributors' Extranet: bibserve.com
Electronic mobility assistance services: ViaMichelin
Comparative multi-brand Internet service: Tire Advisor
Licensed products: snow chains

Michelin and racing:
all the disciplines on all types of terrain
Racing is the best laboratory for testing innovations
in extreme situations and provides strong motivation for
achieving progress. Formula 1, World Rally Championship,
Le Mans 24-Hour Race (automobiles and motorcycles),
500cc, Trial, Enduro World Championships, Dakar (automobiles,
motorcycles and trucks). Tour de France cycle race, Mountain
Bike, etc. Michelin is the only manufacturer worldwide
present in all disciplines, on all types of terrain and in all
climates.

The aim is to maintain high-level partnerships with vehicle
manufacturers and demonstrate the progress that its
innovations can bring to racing teams and drivers...
and, in the end, to all drivers

Winning
on all types of terrain,

in all weathers
and in all disciplines.



A company with a strong sense
of social responsibility

Michelin's objective is to contribute
to progress in mobility. However, this effort
only makes sense if, over and above
the Company's business results, it aims to
achieve sustainable mobility which
accompanies and furthers the development
of people's activities, constantly improving
preservation of the environment and slotting
more effectively into people's life-styles.

Michelin considers that all the people
involved - its shareholders, employees,
customers, suppliers, public authorities
and all the organizations with which
it has relations - have social, environmental
and economic requirements. These are
legitimate requirements and Michelin
endeavors to satisfy them
whenever possible.

Involvement and dialog
to make progress together

Michelin relies on motivated employees, capable of making
the most of opportunities for growth and progress. To
mobilize employee potential and facilitate global integra-
tion on the basis of common values and objectives, the
Group's organization and management favor responsibility,
teamwork and initiative. Training stimulates improvement
and sharing of skills. It contributes to the consolidation of a
common customer - and results - oriented culture governed
by ethical principles. Communication helps employees to
understand the stakes better.

Training for responsibility and preparing
for the future

To maintain a high level of skills and prepare for the
future, Michelin hired 440 top-level managers in 2001
and will be taking on 400 in 2002.

A large number of young people were integrated into
the workforce, notably via apprenticeship schemes,
where they can take advantage of high-quality profes-
sional training. The Group is in fact developing its own
technical training school in Clermont-Ferrand and proposes
apprenticeships up to graduate level, in association
with several universities.

Since Michelin considers cultural difference a major
asset, it is also looking to boost the international nature
of its management. To this effect it is encouraging local
recruitment of young graduates with an international
profile and favoring the international mobility of managers
with high potential or with key skills.

Developing skills and encouraging mobility

Michelin wants its employees to be among the best
professionals in their sectors.

It devotes more than 4% of its payroll to training and devel-
ops advanced methods for assessment and individual career
and salary management, promoting mobility by means of
stimulating, diversified career paths.

Internal promotion is strongly encouraged: more than a
quarter of management and almost all foremen have
reached their positions in this way. Mobility is the rule and
the career paths allow for numerous changes in orientation
in the course of a career: on average, an executive changes
job or professional sector every four years. As a result of
these policies, turnover is less than 4%, which favors capi-
talization of experience and sharing of know-how on an
international scale.
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Human resources and management

The multi-cultural
diversity of its teams

is a key advantage
for Michelin.

79% of the Group's employees
are proud to work for it.
(ISR 2001 survey)

Since July 2000, Michelin has been
a member of the World Business Council for
Sustainable Development, an international
association whose aim is to adopt and promote
socially responsible behavior.

Since O c t o b e r 2 0 0 1 , Michelin has been listed
in the Dow Jones Sustainability World Index.
This index measures the economic, environmental
and social performance of 312 companies
representing 62 different industries in 26 countries.

Improving dialog with employees

Michelin is particularly attached to the quality of human
relations and dialog with employees. Employee expectations
are taken into consideration through a professional satis-
faction survey conducted every two years. In 2001, over
90,000 people in 17 different countries took part in the survey.

In France, 27,000 employees participated in a referendum
on the conditions for application of the law on the 35-hour
working week which led to a new work organization and
the recruitment of a thousand young people. There was a
95% participation rate and 60% of employees approved
the draft agreement which was implemented on May 1,
2001. As an extension to this arrangement, Michelin signed
an early retirement agreement with three trade unions.
Between now and 2006, 4,900 employees aged 57 and
over will be able to take early retirement and the Group will
simultaneously take on 2,000 new employees.

On a wider scale, Michelin set up a European Works
Committee in 2000. This EWC will help to develop consis-
tency and dynamism within the Group, encouraging the
sharing of experience, broadening the outlook of trade
unions, employers and staff and asserting the Group's values
in line with local situations.

Promoting a multi-cultural environment
at all Michelin locations

Michelin considers multi-cultural diversity a major asset.
At all the Company's locations, it does its utmost
to provide all its employees with the possibility
of constructing a varied, enriching career and integrating
a wide range of experience into their know-how.

Supporting training
and local development

Michelin makes a direct contribution to the training
of young people and the economic development
of the areas where its facilities are located.

In this way, it facilitates the emergence of the skills and
the suppliers required for its activities and the creation
of jobs for its employees' families.

Within this framework, the Group gives small
and medium-sized regional companies assistance on
the international front and contributes financial support
and expertise for the creation and development
of companies close to its European industrial
facilities via the Societe d'lndustrialisation
et de Developpement Economique.

The SIDE has contributed to the creation of 7,000 jobs
since 1990. Its assistance when the Soissons site closed in
1999 enabled more jobs to be created in 18 months than
were lost. Its scope will soon be extended to Europe.

Michelin's "Tremplin Jeunes Vers I'Emploi" is a structure
that helps its employees' children to find jobs. In the past
4 years it has helped 1,340 young people.
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Making a commitment
to sustainable mobility

With 80% of overland transport in the industrialized world,
the road transport sector (people and goods) is a formida-
ble means of development for many countries. This mobili-
ty can only be envisaged against a backdrop of sustained
respect for the environment.

Michelin supports the World Business Council for
Sustainable Development's "Sustainable Mobility Project".
The aim of the project is to determine the requirements of
our society in terms of mobility, the associated risks and the
sustainable channels of development to be encouraged. An
initial study, the "Mobility 2001" report, has already been
published.

The 3rd Michelin Challenge Bibendum held in the United
States in 2001 brought together twice as many standard
vehicles, public transport vehicles and prototypes as in pre-
vious years. Selected according to very strict environmental
criteria, these vehicles produced by major manufacturers
worldwide proved that sustainable mobility was possible.

An integrated environment
management system
In 2001, the Group strengthened its control over its
environment policy and industrial risk prevention with the
establishment a new department for this purpose. Based on
a system of management which makes every employee
a fully-fledged player, the policy is also supported by a
nucleus of experts for each activity and managers worldwide.
Integrated into the quality approach, the system has
enabled 19 industrial units to obtain ISO 14001 certification
in 2001, making a total of 35 certified sites.

Upstream, Michelin is contributing to progress in the meth-
ods and techniques for the production of natural rubber on
all its Rubber plantations. This scientific research is benefiting
the whole profession because it is ensuring the long-term
continuation of production, notably through improvement
of the varieties and yields, as well as the fight against dis-
eases affecting Rubber trees.

Innovations that help protect the environment
The original structure of PAX System offers lower rolling
resistance (around 20% less than a traditional system for
running flat), resulting in a reduction of nearly 2% in fuel
consumption and C02 emissions. PAX System also apprecia-
bly lowers noise inside the vehicle.

In 2001, Wabco and Michelin announced the launch of the
first system designed to monitor the inflation pressure of
commercial vehicles: "Integrated Vehicle Tire Monitoring".

It helps to maintain tire pressure within the optimum range
for driving performance and reduces fuel consumption.

Recycling used tires
Michelin is participating in the development of channels to
recycle worn tires for use as a raw material - road surfaces,
synthetic flooring - and as fuel, particularly in the cement
industry.

In the United Kingdom, a joint venture set up by Michelin
and Blue Circle in 2001 has recycled 35,000 tonnes of used
tires. In France, the creation of Aliapur in conjunction with
five manufacturers reflects the Group's desire to pursue an
active recycling policy for used tires.
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Respect for the environment

Michelin, the world's leading manufacturer
of "green tires": nearly 500 million tires
produced since 1992.

In 2001 , Michelin secured the first 4 places
in the 6th "World Solar Challenge"
(crossing Australia from North to South in solar vehicles).

With the Michelin Challenge
Bibendum, Michelin

is contributing to the
development of sustainable

mobility, in collaboration with
vehicle manufacturers.

After being ground up
into fine granules, used
tires are recycled, notably
in sports grounds
and road surfaces.

Analysis of a tire's life-cycle

The results of a study carried out by Michelin with
the European manufacturing profession in 2001 showed
the use of tires to be the phase with the most impact
on the environment.

Example of a simplified energy balance sheet for 4 tires
fitted on a passenger car in the European market
(base-100):

By generalizing
the Energy range on
the road and highway
segment in Europe,
Michelin is placing
the environment at

Production of raw

Production of the

Use of the 4 tires

Recycling (energy

materials

4 tires

saving)

100

20

1,366
(1,171 for green tires)

-80
(use in cement plant furnaces)

The study proves that the major issue for the environment
lies in the search for less tire rolling resistance,
an essential factor if fuel consumption is to be reduced.

The reduction in energy use achieved simply by choosing
green tires is higher than the amounts of energy required
to produce the raw materials and to manufacture
the tires combined!



A company with a strong sense
of social responsibility

Sustainable growth
in the Company's value

Michelin is constantly improving its methods and manage-
ment in order to create more value, sustainably, and it is
involving its employees in the improvement of its perform-
ance. Its status as a partnership limited by shares supports this
objective by encouraging the deployment of long-term
strategies, led by a stable, responsible management team.

Business decisions based on the
creation of shareholder value
Since 1993, Michelin has set annual value creation targets01,
expressed in terms of return on capital employed (economic
capital plus debt).

The Group uses the Free Cash Flow to Economic Capital
method to measure value creation. This method consists of
allocating a portion of economic capital and debt to each
asset, based on the level of risk associated with the asset.
The change in the level of risk over time is taken into
account by basing the calculation on the net book value of
assets, after depreciation and amortization.
The Group has set as its target a high after-tax return on
economic capital of 15%, based on euro interest rates.
Using this overall target as a starting point, separate targets
are then set for each country, taking into account differ-
ences in interest rates and risks. The average required rate
of return on economic capital for 2001 was 16%.

The Group uses economic capital allocation techniques as a
basis for operating decisions - concerning for example capital
expenditure, customer credit limits and the outsourcing of
certain activities.

To measure value creation, target risk-adjusted return on
capital (RAROC) - corresponding to the calculated cost of debt
and economic capital expressed as a percentage of capital
employed - is compared with actual RAROC, corresponding
to net income before interest expense, also expressed as a
percentage of capital employed. In 2001, the Group failed
to achieve its target. At 6.8%, actual RAROC was below
target RAROC of 10.7%.

Teams associated with the improvement
in performance
Managers' salaries are made up of a fixed part and a vari-
able part, according to the objectives set at the start of the
year. These objectives are partly linked to the Group's finan-
cial performance and partly individual.
To boost motivation and associate all its staff with the cre-
ation of value, Michelin will be setting up a stock-option
plan in 2002 and will be introducing a worldwide employ-
ee stock ownership plan in all the countries where the leg-
islation permits it in the 1st half of the year. Initially, it will
concern 92,000 employees in 14 countries. It will then be
opened up to all the Group's employees.

(1) A more detailed presentation of the method applied is given on page 64.

In the first half of 2002,
Michelin is launching



Corporate governance and value creation

Corporate governance with a clear separation
between the managerial and control functions
The Articles of Incorporation of CGEM, which is a Partnership
Limited by Shares, comply with corporate governance
requirements.

• There is a clear-cut separation of power between the
Managing Partners who manage the company, and the
Supervisory Board which, having the same investigatory
powers as the Statutory Auditors, report to the shareholders
of the regularity of accounts and the proper management
of the Company. The Managing Partners cannot be member
of the Supervisory Board nor can they take part in their election.

• The Managing Partners have unlimited liability up to the
total value of their personal assets, which reflects the
appropriate balance between proprietary commitment,
power and liability.

The Supervisory Board can oppose the appointment of a
Managing Partner. As a last resort, the shareholders are
responsible for taking the final decision at the General Meeting.
The Board has the same access to information and the
same investigatory powers as the Statutory Auditors. It is
obliged to give a reasoned opinion on any operation liable
to modify the share capital.

The very composition of the Supervisory Board ensures its
competence, independence and availability. The majority of its
members are independent in the sense of the Vienot Report.
CGEM does not have any holdings in companies in which

the members of its Supervisory Board work or hold corpo-
rate appointments. Neither the Managing Partners nor the
senior management of the Michelin Group are involved in
the governing bodies of these companies.

To fulfill its role, the Supervisory Board must be in a posi-
tion to fully analyze and understand the Company's strate-
gy and results. This information is provided regularly by the
Managing Partners by means of in-depth presentations by
managers on subjects which are essential for a clear under-
standing of how the company is run.
The Supervisory Board has set up specific management
report for assessing the parameters of Michelin's per-
formance and, in particular, the level of dividends proposed.
Since there are only five members of the Board, subjects
normally delegated to committees are handled by the
Board as a whole. Thus, in 2001, the Supervisory Board
started to act as a Remunerations committee and assessed
more specifically the planned Employee stock ownership
and stock option plans, as well as variable remuneration.
An Audit committee will be set up in 2002.

CGEM only issues registered shares and is therefore able
to maintain a direct relationship with its shareholders. Each
shareholder receives the documentation relating to the
Annual General Meeting 5 weeks beforehand to enable
him to take full advantage of his voting rights. Moreover, it
is not necessary to block shares to participate in the Annual
General Meeting as is the case for bearer shares.
Since Michelin was first listed on the Paris Stock Exchange,
all its Annual General Meetings have taken place on first
call, which reflects the interest of its shareholders regard-
ing the business and management of the Group.

Michelin value creation
in millions of euros

Economic capital
Weighted average
cost of economic capital
Allocated debt
Weighted average cost of debt
Capital employed
Target RAROC
Net income
Interest expense
Actual RAROC

1997
3,397.8

16.9%
3,912.5

7.6%
7,310.3
11.9%
626.7
258.8

12.1%

1998
3,680.3

17.0%
4,206.1

7.0%
7,886.4
11.7%
573.7
255.0

10.5%

1999
4,053.2

17.0%
4,675.5

6.1%
8,728.7
11.2%
182.5
281.5
5.3%

2000
4,429.9

16.3%
5,183.1

7.2%
9,613.0
11.4%
438.4
358.2
8.3%

2001
4,592.0

16.0%
5,225.7

6.1%
9,817.7
10.7%
313.9
350.7
6.8%

Michelin has deliberately set high standards in terms of return on economic capital. Had the objective been 12%,
the target RAROC would have been 9.7%, 9.3%, 8.8%, 9.4% and 8,9% respectively.
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2001
Managing Partners' Report
to the Annual General Meeting on May 17, 2002

Affected by the general economic downturn
that started to be felt from the beginning of 2001,
most tire markets registered a significant drop.
In the spring, Michelin took the necessary
d e c i s i o n s in this difficult context.
The Group's S p e e d Of reaCtJOH, the new
results of its strategy of targeted growth and its
pricing policy designed to protect margins mean
that for 2001, as in 2000, Michelin has emerged
as one of the best p G t f OriTierS in the
automobile industry.

Progress in the Passenger Car-Light Truck activity,
the strong resistance of Truck activity in a very
difficult environment, the reduction of inventories
and the stabilization of debt are all factors that
allow Michelin to face 2 0 0 2 in good conditions,
despite markets that will certainly be as
difficult as 2001.

Managing Partners' Report (



The world tire
industry in 2001

A substantial fallback
in world growth

World growth fell back sharply in 2001, registering around
1% growth, against 4% in 2000.

• the United States entered recession in March and the events
of September 11th amplified this trend.

• Europe registered flagging results from the second
quarter on, except for central and eastern European
countries, where growth was sustained due to dynamic
internal demand.

• The depression hit Japan in the 2nd quarter.

. The emerging Asian nations, with the exception of China
and, to a lesser extent, India, suffered from a drop in exports
and demand for electronic products.

. Latin America was penalized in the 2nd half by the growing
Argentinean crisis, political uncertainty and the energy crisis
in Brazil.

• The African countries suffered from the fall in raw materials
prices, while the Middle East was affected by falling oil prices.

The au tomob i le industry slows d o w n

• Passenger car production was stable in Europe. In North
America, where most sales were made in Q4 de-stocking
operations, the fall in production reached nearly 13% for
passenger cars and 7% for leisure vehicles and pick-ups.
These also faltered significantly in Japan.

• The year was particularly difficult for truck manufacturing.
The market collapsed by over 30% in North America (Class
4 to 8) and by 7% in Western Europe, with the trend accel-
erating in the 2nd half. In Asia, China's good performance
compensated for the production cutbacks in South Korea,
while Japan remained stable.

Significant slowdown
in most tire markets

After strong growth in 2000, the slowdown of the tire mar-
kets grew more apparent by the 2nd half, particularly in the
4th quarter.

• In North America, despite the effects of the various recall
programs, the markets fell sharply in Passenger Cars-Light
Trucks and Trucks for both original equipment and replace-
ments.

After the 7 million tires recalled by Firestone in 2000, at
the end of May, Ford recalled 13 million tires of the same
brand fitted on its Explorer model. This had a strongly dis-
ruptive effect on the replacement market. However, these
events have helped raise awareness of the major impor-
tance of tires in vehicle safety. American consumers have
now become more interested in quality and in strong
brands - to the detriment of private labels.

• The European markets were less affected, but their growth
rate nevertheless registered a fall. Reflecting the general
economic slowdown, 2nd half figures are also down for
trucks, for both original equipment and replacements.

• To a greater or lesser degree, this slowdown has also
affected the tire markets in Asia, Latin America, Africa and
the Middle East.

In this context, manufacturers have started the process of
reducing their industrial capacity and reducing their rates of
investment in Europe, as well as in North America.
But at the same time - and this is a first - they have also
increased their prices with the aim of enhancing the value
of their products, particularly in North America. Generally,
these increases have been well accepted by customers in
the Passenger Car-Light Truck and Truck sectors.

Finally, the forthcoming application (in 2003) of the regula-
tions in the American Tread Act, which sets new standards
in monitoring tire pressure, triggered a move towards
alliances between manufacturers and specialists in sensors,
brakes and electronics. Starting off in 2001, the movement
has led to agreements signed between Michelin and TRW
and between Goodyear and Siemens.
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Evolution of our activities

Real GDP % change 2000 2001 2002
(estimated) (forecast)

World
North America 0)
Western Europe

Eastern Europe

South-East Asia

Latin America

(1) USA and Canada.
Source: Consensus Forecast - December 2001.

+3.8
+4.1

+3.3

+6.3
+5.8

+3.8

+1.1
+1.1

+1.6
+2.1

+1.3
+0.7

+1.2
+0.9

+1.3
+3.2

+2.6
+1.7

The world
tire market
Source: Tire Business - August 28. 2001.

Other 2 2 % Michelin 19%

Changes in the main tire markets in 2001 and 2000

Europe >
Passenger Car-Light Truck
• Replacement
• Original equipment
• Winter
Truck
• Replacement <2>

• Original equipment

North America <3>
Passenger Car-Light Truck
• Replacement
• Original equipment
Truck
• Replacement <2>
• Original equipment

Asia
Passenger Car-Light Truck
• Replacement
• Original equipment
Truck
• Replacement<2>

1st half

+1.9%
+1.5%
N.APP.

-2.5%
-3.5%

- 2 %
-12.5%

-11 %
-43%

N.AV.
N.AV.

N.AV.

2001/2000
2nd half

-0.3%
-0.2%
-9.2%

-1.5%
- 1 1 %

-4.7%
-6.5%

-0.9%
-28%

N.AV.
N.AV.

N.AV.

Year

+0.8%
+0.7%
-9.2%

- 2 %
- 7 . 1 %

-3.4%
-9.7%

-5.7%
-37%

+2.5%
0%

+4.6%

2000/1999
Year

+0.3%
+2.1%

0%

0%
+ 12.1%

+3.5%
+0.8%

-0.8%
-17.9%

+4.4%
+4.9%

(1) Western Europe + Eastern Europe, excluding the Commonwealth of Independent States (CIS).
(2) Radial + conventional tires (bias).
(3) USA + Canada + Mexico.

Notes: detailed data concerning the world tire market is available on Internet;
www.michelin.com.
The 2001 Fact book is also available on request on CD-ROM. Simply contact
the Investor Relations Department (address on page 110).
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Passenger Car
Light Truck

Joint leader worldwide
The leader in the highly technical tire sector

A 20% share of the world market
(original equipment and replacement)



Evolution of our activities

In markets that shrank by 1.7%, which
affected volumes, sales increased by 3.8%,
while the operating margin grew by 1.3 point
to 8.9%, due to targeted growth in buoyant,
lucrative segments and a pricing policy
designed to protect margins.

The responsiveness of the teams,
demonstrated by the control of inventories,
and the improvement in our competitiveness
reinforce the Group's confidence in its ability
to reach the targets set for 2005.

The characteristics of the market

The Passenger Car and Light Truck market represented 60%
of the world tire market in value and 911 million tires in 2001,
including 71 % for the replacement segment. It is a consumer
goods market characterized by the importance of brands,
the diversity in customer expectations and the wide range
of distribution channels.
Its slow but durable global growth rate is in line with a trend
of long-term growth of around 2 to 3% annually.

In 2001, the market suffered a fall of 1.4%, but high added-
value segments continued their upward trend: +16.2% for
High Performance tires0) and +1.3% for 4x4 tires.

Michelin's strategic orientations

The Group places the greatest importance on understand-
ing and anticipating market trends to propose a complete
multi-brand offer, which is able to respond to the varying
needs of consumers.
It has developed a "system approach" for original equip-
ment in the framework of close strategic partnerships with
manufacturers.
In the original equipment sector, as in the replacement sector,
it gives priority to high added-value segments, represented
by High Performance (1), 4x4 and winter tires.
Present in all distribution channels, Michelin is developing
its service offering and reinforcing its direct links with con-
sumers - particularly to the advantage of its "flag" brands(2)

(Michelin, BF Goodrich).

Adapting its industrial strategy to its market strategy,
Michelin has launched a major program to improve the
performance of its supply chain and make the Group even
more competitive.

2001

2000

1999

2001

2000

1999

Net sales +3.8%
in mi/lions of euros

Operating margin
in %

The European and North American
markets by segment

Mass Market
Performance (H, VZ)
4x4 SUV
Winter
Light truck

Europe

35.6%
34.6%
2.6%

20.3%
7%

North America

58.6%
11.5%
20.2%
2.8%
6.9%

2001 in brief

Sales increased by 3.8%, despite a drop in volume of 3.8%.
The Group achieved strong growth - much higher than the
market growth rate - in the High Performance replacement
segment (+17%) and the 4x4 replacement segment
(+15%) at world level.
It has increased its market share in Europe, North America
and South America in the priority targeted segments and
greatly improved its category/brand mix.

Alongside this, Michelin has also achieved further improve-
ments to its competitiveness and made further progress in
inventory control.

Operating margin was up by 1.3 point at 8.9%.

In the field of development, the deployment of C3M, which
is aimed at the top of the range, has been accelerated.
The Group made an important acquisition in Romania and
has also signed a majority partnership agreement with
China's first-ranked radial tire manufacturer. It has signed an
agreement with Sumitomo Rubber Industries to develop
and promote PAX System in Japan. It has set up a strategic
partnership with Bosch in the field of dynamic management
of vehicle handling.

(1) VZ speed index tires.
(2) The "f lag" brands are owned by the tire manufacturers, unlike the "private iabel" brands,

which are generally owned by the distributors.
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Passenger Car
Light Truck

In the replacement sector, the markets were contrasted,
with a rise of 0.8% in Europe, (higher than in 2000), a fall
of 3.4% in North America, stability in South America and a
lower growth rate than last year in Asia.

An enhanced product mix in Europe

In Europe, the summer tire markets continued the upward
trend recorded over previous years. The enhancement of the
product mix continued: while the Mass market(1) fell back by
2.7%, the Performance and 4x4 segments increased by over
15%.
The Group's commercial performance (+1 %) is in line with
general market performance, but Michelin has continued
to develop at a faster rate in its "flag" brands (+3.3%), in
the Performance segment and, more particularly, in High
Performance (VZ). It has also continued to increase its mar-
ket share. At the same time, the price rises implemented in
November 2000 have held up well.
However, the highly profitable winter tire market shrank by
9.2%. Winter's late arrival enabled distributors to use up
their inventories but did not encourage them to restock.
Despite this, the Group maintained its positions. In "flag"
brands, its sales resisted better than the market and grew
significantly in Eastern Europe, Northern Europe and
Scandinavia.

The Michelin brand achieved rapid progress
in the North American market

With a fall of 3.4%, the North American market has returned
to 1999 levels. The Performance and High Performance seg-
ments grew significantly while the 4x4 (SUV) market stabilized
and the Mass Market shrank by more than 6%.
Against this background, the "flag" brands continued to
attract growing numbers of consumers: up by 6%, Michelin
brand sales have increased their market penetration.
In the 4x4 (SUV) segment, the Group continued to record very
substantial gains in market share. However, 2001 was an
exceptional and unrepresentative year because of Ford's recall
decision. The Group supplied 2.6 million of the 9 million tires
replaced by Ford at the end of December 2001.
In addition, the price rises implemented on January 1 and
August 1 held well.

In South America, the Group's market share grew by more
than 1.6 point in a market that was stable overall. However,
in reality, there was a sharp fall in the 2nd half of the year
due to the economic and financial situation in this region.
The price rises applied in Brazil only partially compensated
for the gradual devaluation of the real.

In Asia, the Group continued its policy of refocusing on high
added-value segments in Japan, with luxury cars and 4x4
vehicles, which was reflected in a drop in sales volume. In
the other countries in the zone, sales were in line with the
falling markets, except in China where the Group's per-
formance was very good.

Better highlighting of added value
in original equipment

In the original equipment segment, the Group's refocusing
policy and the shrinking markets led to a fall in sales volume
in Europe and North America.
At the same time, the quality of the category/brand mix
continued to improve throughout the year and the Group
made every effort to highlight the added value provided by
its products, particularly products under the Michelin brand.

Good progress in operating margin

At 8.9%, operating margin rose substantially. This improve-
ment has been constant all year long. It is the result of a
favorable original equipment/replacement mix, the price
rises applied at the beginning of the year and during the
year, strong growth in the High Performance (VZ) and the
4x4 segments, faster sales growth for the "flag" brands
and close control over costs. And all despite the slowdown
of the factories at the end of the year and the rise in raw
materials prices.

Once again, these good results show the pertinence of the
refocusing strategy that the Group has been committed
to for several years. It helps to improve profitability by
achieving a better balance between sales in original equip-
ment and replacement, by developing high added-value
segments without abandoning the mass market and by
highlighting the added value that the Group's products
bring to customers.

(1) The "Mass Market" or "Consumer Market" covers tires for Passenger Cars and Light Trucks
with a speed index less than or equal to T.

Changes in Passenger Car-Light Truck sales volume, 2001/2000

In units

Total
Europe '
North America <2>
Other regions

Total sales

-3.8%
-3.4%
-2.5%

-10.2%

Replacement

-1.6%
+1.0%
-1.2%

-10.6%

Market
Replacement

N.APP.
+0.8%
-3.4%
N.APP.

Original
equipment

-8.4%
-9.5%
-6.2%
- 9 . 1 %

Market
Original equipment

N.APP.
+0.7%
-9.7%
N.APP.

(1) Western and Eastern Europe (excluding the Community of Independent States}.
(2) USA, Canada and Mexico.



Evolution of our activities

The highly profitable
4x4 tire market is
growing rapidly.

V ,•;

With PAX System,
you can drive

in complete safety at
80 kph for 200 km

after a puncture.

MicheMn, the leading world brand in "equity"
terms, registers the highest loyalty rating
in the replacement market.

The " f lag" brands represent nearly 59%
of the North American replacement market.

More than 60% of the High Performance market
is concentrated in EuTOpe.

The Group is ranked first in the radial market
in China, with its Michelin and Warrior brands.

High performance, high potential

While High Performance tires still only account for 10%
of the world market in terms of volume, they are set for
a bright future and are expected to reach total growth
of over 30% between now and 2005.

Several of the Group's brands are positioned on this
segment, particularly Michelin, with the Pilot Sport,
Primacy and Exalto range, and BF Goodrich,
with Profiler G.

In addition to their excellent performance, these products
also stand out by their resolutely original design, in
response to new expectations from demanding consumers.

The manufacturers certainly made no mistake about it:
Audi, BMW, Chrysler, Ford, Ferrari, Jaguar, Mercedes,
Nissan, PSA Peugeot Citroen, Porsche, SAAB, Volkswagen,
Volvo and Renault have already ratified Michelin Pilot
Sport or Michelin Pilot Primacy for the original equipment
of their very top of the range models.

The Group's objective is to achieve a 50% world market
share in original equipment for the top-range segment
and one third of the European Performance
replacement market by 2005.

The track performance
of the new Pilot Sport
Cup tire has been hailed
as exceptional
for a tire also certified
for road use.

Developed with our
partners, pressure
monitoring is increasingly
being incorporated into
vehicle instrument panels.
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Truck

World No. 1, leader in highly technical tires

33% of the original equipment market

21% of the radial replacement market



Evolution of our activities

In sharply falling markets, sales were
down by 6% in tonnage but 4.3%
in value, as the price rises made in
the replacement market held up well,
with the exception of North America.
Vigorous braking measures were applied
to production in North America and
Europe from the spring. These made it
possible to control inventories, but had a
detrimental effect on operating margin,
down 4.8 points to 8.8%. However, these
figures remain the highest in the Truck
tire industry.

The responsiveness of our teams and
improvements in our competitiveness
increased market share for the Michelin
brand, commercial performance in the
retreading markets and management
solutions for large fleets in their tire service
are features that should allow us to get
back to the average level of contribution
of recent years, when the markets pick up,
and to reach the objectives set for 2005.

2001

2000

1999

3,915

I 4,093

3,603

Net sales - 4.3%
in millions of euros

2001

2000

1999 15.7%

Operating margin
in %

Principal markets
in millions of radial tires (2001)

Europe North South Asia Africa
America America Middle

East

Original equipment
Replacement
Retreading '

4.2
11.3

8

4.1
15.0
17.8

0.8
3.7

1.4
10.7

0.2
5.4

(1) Treads.

The characteristics of the market

The Truck market represented 26% of the world tire market
in value and 93 million tires in 2001, including 84% in the
replacement segment. Only 62% are radials, compared with
almost 100% in passenger car tires.
This is a highly technical capital goods market and the cus-
tomers are professionals for whom the price per kilometer
is a key factor. In Europe and North America the retread
market is as big as the new replacement tire market.
It's slow but regular growth rate is in line with a long-term
trend of around 2 to 3% per year, with significant develop-
ment opportunities for radial tires in Eastern Europe, South
America and Asia.
The market shrank by 4.3% in 2001.

Michelin's strategic orientations

The Group places the greatest importance on continuing to
reinforce the position of the Michelin brand and developing
combined products / services solutions that allow its customers
to concentrate on transport, the heart of their profession, thus
boosting their competitiveness and improving the availability
and mobility of their vehicles.
With the Michelin brand, the Group's objective is to remain the
uncontested technological leader in new tires for original
equipment or replacement, as well as in retreading.

Michelin also proposes a complete portfolio of brands, making
it possible to respond to the different expectations of its cus-
tomers and to develop close partnerships with manufacturers
and distributors.

The Group has undertaken a major program to improve the
performance of its supply chain and to increase the critical
mass and competitiveness of its factories.

2001 in brief

In markets down 4.3% in volume, sales declined by 4.3%.
The year's outstanding events were a historic fall in the
North American markets and a significant slowdown in the
European original equipment markets in the 2nd half. In
replacement sales involving a switch to the Michelin brand
in Eastern Europe, in Asia and in retreading, the Group
recorded a growth rate higher than the market averages.
A tire recall program was carried out in Japan.
In this difficult context, the substantial reduction in produc-
tion made it possible to control and reduce inventory.
Operating margin contracted by 4.8 points to 8.8%.
In the development field, the A2 Energy range has con-
firmed its breakthrough in Europe and the X One tire is
beginning to achieve its first successes. The customized
"Michelin Fleet Solutions" offer and the 24/7 breakdown
service, Michelin Euro Assist, both got off to a good start in
Europe. The launch of IVTM, a pressure monitoring system
developed with Wabco, is also promising.
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Truck

Good resistance in the replacement
market in Europe

In Europe <1>, the fallback was 2% for the year. After a
drop in the 1st half, the following six months were pos-
itive, supported by the preparation for the changeover to
the euro and the corresponding sudden boom in con-
sumption. The 4th quarter showed a clear break.
Western Europe was down by 0.9% with a contrasting
picture: slowdowns in the French and German markets
and progress in the other markets. The fall in Eastern
Europe was 7.2%.
The retreading market remained stable.
In this unfavorable context, sales increased by 0.6% in
volume, due to the progress made by retreading and by
the Michelin brand in Eastern Europe and because the
price rises implemented in January held up well.
In the West, the success of the multi-brand offer (Michelin,
Taurus, Riken and Kormoran) enabled the Group to maintain
its positions.

The "Michelin Fleet Services" program and the new
Michelin Euro Assist service were launched in March 2001
and are progressing well. The number of calls handled in
2001 was up by more than 50% on the previous year.
In the original equipment market, the Group's sales fell
back by less than the market rate and Michelin improved
the positions achieved in 2000.
(1) West + East, radial + bias.

A historic fall
in the North American markets

In North America, the sharp fall in the replacement market
reached nearly 6%, with a drop of 11% in the 1st half,
which was linked to the economic downturn and significant
destocking by distributors. The positive impact of the drop in
sales of new tires for trucks in the replacement market made
it possible to limit the fall to 0.9% in the 2nd half.
The retreading market shrank by 5%.
In Mexico, the continuing "radialization" policy led to
growth of around 3% in the radial market.
The failure of the Group's price rises in December 2000 was
reflected in the 1st half by a fall in sales twice the market
average, but the Group gradually won back market share to
reach the 2000 level by the end of the year.

In Mexico, Michelin continued to progress in the radial market.
In the retread sector, despite a falling market, the Group
continued to win market share in the United States and
Canada, while the activity was just beginning in Mexico.
In the original equipment sector, the Group was faced with
a market that was almost halved compared with the end of
1999: in fact, the market is back to its 1984 level. In this very
difficult environment, the Group has increased its market share.
In South America, sales grew by 3.5% in markets that
shrank by 3%, with significant progress for the Michelin
brand, particularly in the Andean Pact countries. Retreading
activity grew by more than 60% in the continent as a whole.
In the original equipment sector, the Group reinforced its
positions in Brazil, despite a slightly falling market.
In Asia, the Group's commercial performance was excellent
in China, which accounted for 40% of the zone's market.
Michelin brand sales rose by 71 % in a radial market that saw
strong growth.

Very significant progress was also achieved in Thailand and
South Korea and, to a lesser extent, in Oceania.
In Japan, 35,000 tires were recalled in April. This was the first
time a manufacturer had carried out this kind of operation
in a public and transparent manner, and customers and the
authorities appreciated the approach.

At 8.8%, operating margin fell
by 4.8 points

The successes recorded by the Truck tire activity in Europe,
South America and Asia were not enough to compensate
for the sharp fall in the North American markets and the
decline in market share in the replacement market recorded
in the 1st half of the year in this region.
Combined with the radical but necessary reduction of
inventories and the slowdown of the factories from March,
this explains the fall in operating income, which reached an
all-time low.

In the 2nd half, profits were maintained at the level
achieved in the 1st half, despite a sharp fall in the European
original equipment and replacement markets in the 4th quarter
and the heavy depreciation of the Brazilian real.
However, the reduction in inventories and capital spending
should allow us to face the markets, which will be just as
difficult in 2002, in better conditions.

Changes in sales volume Trucks 2001/2000

In units

Total
Europe '
North America -'
Other regions

Total sales

- 8 . 1 %
-3.4%

-20.3%
-0.2%

Replacement(3>

-4.4%
-0.8%

-11.7%
-1.8%

Market
Replacement •

N.APP.
-2.0%
-5.7%
N.APP.

Original
equipment

-15.5%
-6.7%

-34.4%
+ 14.2%

Market
Original equipment

N.APP.
-7.1%<4>
-37.0%
N.APP.

(1) Western and Eastern Europe (excluding the Community of Independent States).
(2) USA, Canada and Mexico.
(3) New tires only.
(4) Tires for tractors and trailers.



Evolution of our activities

The new "low aspect ratio" tire
which allows the cargo volume

to be increased by 4 cubic meters.

The brand and COSt per kilometer,
the leading criteria for choice in the European
replacement market.

Mkhel in is the preferred brand of 60%
of long-haul transporters in Europe.

Thanks to retreading and the extended life span
that it provides to tires, the cost per kilometer
of a Mkhelin tire is, on average, more than 10%
lower than that of its competitors, even though
the selling price is higher.

Truck fleets: fully inclusive
and competitive solutions

All transporters would like to reduce their tire expenditure,
which represents an average of around 3% of operating
costs, compared with 20% for fuel. They would also like
to be able to concentrate on the core of their profession:
the truck is a tool whose costs must be as low as possible
while mobility and availability are increased.

Rather than cutting the sticker price of tires, Michelin is
committed to progressively bringing down their overall cost.

For its customers, who represent 15% of the European
and North American fleet, the Group offers to take over
total responsibility for managing their fleet tire service:
supply, fitting, regrooving, retreading. This service comes
with round-the-clock assistance service wherever the trucks
may be, thanks to partnership agreements
with distributors. The results are measured by cost
and service quality indicators.

In Europe, this customized offer is based
on the "Michelin Fleet Solutions" program and the
Michelin Euro Assist service.

The X One heralds
a revolution in the chassis
of urban transport vehicles
by extending the width of
the space inside by 27 cm.

With his computerized tablet,
the Michelin sales engineer
updates his customers'
tire data.
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Other businesses
No. 1 in Europe in Agricultural tires
World No. 1 in Aircraft radial tires
World No. 2 in Earthmover tires
No. 2 in Europe in 2-wheel tires
No. 1 in tire distribution in Europe
No. 1 in Europe in tourist publishing
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Evolution of our activities

2001 was a year of contrasts. Earthmover and
Agricultural tires, wheels and tourist publishing
were all affected by the economic downturn.
Aircraft tires and 2-wheel tires continued to
progress. Distribution activities performed well
commercially, thanks to the development of
service sales with Euromaster and retreading
with TCI in the United States.

Total sales generated by other businesses grew
by 2% to €4.9 billion. Operating margin
fell to a negative 0.3%. Euromaster and most
other tire businesses grew, but, as forecast,
the cost of setting up ViaMichelin and the con-
solidation of external growth operations in
Romania and China affected operating results.

2001

1999

2001 |

2000

1999

Net sales +2%
in millions of euros

1 - 0.3%

^M 0.4%

^ ^ ^ ^ ^ ^ ^ H i 2.0%

Operating margin
in %

The size of the principal tire markets based
on the worldwide market in value terms

The characteristics of the markets

The other tire categories represent 13.5% of the world market
in value. While tires for 2-wheels are considered consumer
goods, Agricultural, Earthmover and Aircraft tires are highly
technical capital goods.
There are major opportunities for growth in radial tires for
Aircraft, small and medium-sized earthmovers and agricultural
machines.
And while the Wheels and Tire/Wheel Assemblies market
continues to grow at a sustained rate in the medium term,
it remains dependent on the activity of the manufacturers.
Tourist publications operate in a market which is basically
buoyant, but highly competitive. The new electronic services
in travel assistance present a strong potential.

Michelin's strategic orientations

The Group is following a strategy of targeted growth in the
field of tires. This focuses on the most technical segments of
each market, where the Michelin brand is the uncontested
leader.

It has developed strong partnerships with manufacturers
and, in particular, is working hard to improve the safety of
air transport through the "radialization" of aircraft tires.
In the field of Wheels and Tire/Wheel Assemblies, it has chosen
the route of partnerships to make up for its absence of
critical mass.

In Distribution, the Group places the emphasis on the devel-
opment of services with high added value, particularly for
truck and light vehicle fleets.

Tourist publications are an important vector for the Michelin
brand image and contribute to keeping Michelin present in
the daily life of consumers. Electronic travel assistance serv-
ices to facilitate mobility are part of this approach, while
intrinsically presenting attractive perspectives for the general
public and professionals. Michelin's ambition is to become
the European leader.

Earthmover
2-wheel
Agricultural
Aircraft

5.6%
4.6%
2.8%
0.5%

Passenger Car-Light Truck / Truck 86.5%

2001 in short

Sales increased by 2%, despite the slowdown in most of the
markets.

Our tires increased their market share in all segments:
Earthmover, Agricultural, 2-Wheel and Aircraft. Michelin
has won an exclusive 15-year aircraft tire supply contract
with the US NAVY and the Group has become the top-
ranked company in Earthmover tires in South America.
Our Distribution businesses successfully developed their service
activities in Europe and retreading in the United States.

The year was outstanding for two technical performances:
the launch of the Air X NZG Aircraft tire for Concorde and
the launch of the world's biggest tire, the XDR, for
Earthmovers. The Group also obtained its first ratification of
Aircraft and 2-wheel tires produced by C3M.

In the field of development, a new factory for Agricultural
tires was opened in Lexington in the United States.
The Group closed its scooter tire factory in Turin and signed an
agreement to set up a joint venture with Tigar in Yugoslavia.
The Wheel businesses were transferred to subsidiaries
and Michelin successfully launched its new digital travel
assistance services: ViaMichelin.
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Other tires

70% of the world market
in tires for very large Earthmovers

35% of the European market
in Agricultural tires

Strong growth in the Earthmover sector

In rapidly shrinking markets, particularly because of the
continuing fall in the prices of raw materials (copper, coal,
oil), the Group again recorded strong growth in sales.
These were helped by the continuation of "radialization",
particularly in the small civil engineering and public works
segments and the handling equipment segment.
The situation was contrasted between continents: North
America fell back substantially in both replacements and
original equipment, while the European markets remained
stable.

In this context, the Group continued to win market share
from its competitors. Despite the negative effects of certain
currency parities (yen, Australian and Canadian dollar,
South African rand, Turkish lira), the price rises applied to
original equipment and replacement tires led to a rise in
sales which was higher than the rise in volumes.

Stability of sales of Agricultural tires
in a difficult context

Sales of tires for agricultural machines suffered from the
economic situation, the various agricultural crises (BSE and
bad weather in Europe, the fall in prices in North America)
and the accelerating concentration of farms in Eastern
Europe. This uncertain environment prompted many farmers
to postpone purchasing. Consequently, the original
equipment and replacement markets shrank by 5% or more
in these two zones.

With sales stable, the Group recorded new gains in market
share in original equipment and replacement in Western
Europe, as well as in North America.

Good growth in 2-wheel tires

In a buoyant market, sales continued to develop satisfacto-
rily. Progress in the replacement markets was particularly
encouraging: market share grew in Europe, North America
and Japan.
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Evolution of our activities

Although sales of bicycle tires fell, the progress registered
by top-range products led to a significant increase in their
profitability.
This activity reorganized its industrial facilities, closing the
Turin workshop and signing an agreement with Tigar in
Yugoslavia. Alongside this, the C3M has started to be used
for top-range radial tires for motorcycles and the first ratifi-
cations by manufacturers have already been obtained.

Sustained growth in radial tires
for aircraft

The slump of over 20% in air traffic after the events of
September 11 only made itself felt at the end of the year.
The aircraft tire market was not affected in 2001 and was
slightly up on the previous year.

Growth was much more significant in the radial tire market,
which now represents 15% of the total market.

Michelin, the first company to adapt radial tire technology to
Aircraft tires, has pursued its action with determination to
promote the "radialization" of the market. The Group firmly
believes that improved air transport safety depends on this
technology, as well as the experience and quality control that
Michelin possesses. The speed with which Michelin success-
fully developed the Air X NZG tire, which enabled Concorde
to fly again, is an illustration of this.

The Group's sales were up 20% in radials, with genuine
gains in market share.

25% of the European market
in Motorcycle and Scooter tires

65% of the world market
in radial Aircraft tires

By developing tires for the Segway,
Michelin is helping to revolutionize individual
urban mobility

Michelin is the exclusive supplier of tire/wheel assemblies
for the Segway.

The Segway is a personal means of transport which
can achieve a speed of nearly 20 km/h. Running on two
tire/wheel assemblies developed by Michelin which act
as the suspension, it is powered by an electric motor.
Equipped with innovative gyroscopic systems,
it is self-balancing and can be steered simply by leaning.
Tens of thousands have already been ordered
by the US Postal Service for its mail delivery people
and by a wide range other companies.

is prou
contribution
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The compactness
of the EVAX axle gives

manufacturers more
useful space
to play with.

Euromaster can provide
routine maintenance
of your car at your home
or in the car park
of your office.

Wheels and Tire/Wheel
Assemblies
No. 1 in Europe

In the wheel sector, the fall in original equipment in the Truck
market and the sluggish growth in the Passenger Car-Light
Truck market led to a slowdown in the European market.
Sales were down in this activity, which suffers from a lack
of critical mass. The necessary control of inventories in this
difficult context and the process of adapting to the market
requirements led the Group to apply measures involving
downsizing and short-time working. In addition, Michelin
has transferred this activity to a subsidiary.

The Tire/Wheel Assemblies activity also suffered from this
difficult environment.

Tire
Distribution
No. 1 in Europe

Euromaster
growth in fleet services
Euromaster is the European leader in Truck tire services and
a major player in Passenger Car tire services and basic
maintenance of light vehicles. With over 10,000 employees
and 1,300 service centers in 9 countries - Germany,
Finland, France, Lithuania, the Netherlands, Spain, Sweden,
Switzerland and the United Kingdom - Euromaster's annual
sales amount to around €1.5 billion.

In 2001, the entity continued its reorganization into two
units - light vehicles and heavy vehicles - and significantly
increased its profitability.

Its sales grew by 2% thanks to the development of service
activities, particularly involving truck fleets. Its activities in
services for passenger car fleets also developed well, partic-
ularly in the United Kingdom, where Euromaster is the
market leader. This allowed it to limit the consequences of
the slowdown in European replacement markets.

Tire Centers LLC (TCI):
development in retreading
Turnover rose significantly for TCI, despite the slowdown in
the Truck replacement market in North America. This sound
development is largely due to the growth in retreading.

During the year, the Company moved its headquarters from
Akron, Ohio to Greenville in South Carolina.



Evolution of our activities

In 2001, Neos was voted
"Best Travel Guide Collection"
by specialized journalists. ViaMichelin's "Business Services"

option can be adapted
or customized to suit
professionals' requirements.

Publishing and travel
assistance services

No. 1 in Europe in tourist publishing

Michel in Editions des Voyages
The impact of the downturn in travel
Tourist publications, maps and guides suffered from the
slowdown of the world economy. The events of September
11 only aggravated a trend that had started to emerge at
the beginning of the year: fewer people traveling in North
America, a drop in the number of American tourists visiting
Europe and a downturn in travel to areas considered to be
dangerous.
Several new features were launched during the year.
The NEOS collection was enlarged. The Green Guide
publications concerning destinations outside France were
modernized. Lastly, new road atlases were developed
in all countries in Europe.

However, after the exceptional year of 2000, outstanding
because of the Red Guide's centenary and the renovation
of the Green Guide collection, 2001 sales figures in volume
and value did not grow. Michelin's determination to
enhance the value of its products and its favorable product
mix, with more atlases and fewer maps, was reflected by
improved unit sales prices.

ViaMichelin
a promising launch
Launched in 2001, ViaMichelin designs, develops and sells
digital products and services in the travel assistance sector,
for general public and professional road users in Europe.

ViaMichelin proposes a complete offer - cartography, itiner-
aries, hotels, restaurants, traffic information, tourism, etc. -
available in multi-media formats: Minitel, Internet, mobile
telephone, PC CD-ROM, on-board navigation, software for
digital personal assistants.

Launched in June, www.viamichelin.fr, the general public
site, receives 2 to 3 million visitors every month. It is one of
the twenty most-visited sites in France; users regularly rate
it in the top five sites for quality.

In September, the offer was enlarged to several services
- off the peg or customized - for companies: geolocation
of sales outlets, services in mobile telephony and services
for transport fleets. Already available in France, the United
Kingdom and Spain, the "Business Services" offer will be
launched in Germany and Italy in 2002.

The services proposed by ViaMichelin are essentially local
tools. This means they were affected to a relatively small
degree by the slowdown in the economy.

Sales developed as planned. Global investment is estimated at
€100 million for the period 2001/2003, including 1/3 in 2001,
and ViaMichelin should turn a profit by 2004.
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Financial review

At 6.6%, operating margin for 2001 is in line with the
Group's revised target of between 6.2% and 6.8% of
sales, set in response to the economic downturn observed
in the 1st half.

Sales rose 2.5%
in a difficult environment

This performance was achieved in spite of the decline in
overall market volumes, estimated at 1.4% in the Passenger
Car and Light Truck tire segment and 4.3% in the Truck tire
segment. The various factors affecting the Group's sales
performance can be summed up as follows:

• Lower volumes eroded sales by 2.6%.

. Exchange rates had a net negative impact of 0.4%. The
effect of the fall in value of the Japanese, Brazilian,
Argentine and Turkish currencies was partly offset by the
strengthening of the dollar, which gained 3% against the
euro.

. Changes in price mix fueled 5.4% growth in sales, reflecting
increased replacement sales, especially of high value-added
tires and flag brands. In addition, the Group succeeded in
raising prices throughout the year, in the North and South
American Passenger Car and Light Truck tire markets and

the European and South American Truck tire markets in original
equipment as well as in replacement markets. Similar gains
were achieved from quarter to quarter over the entire year.

. Changes in Group structure had a net positive impact of 0.3%.
The Shanghai Michelin Warrior (SMW) joint-stock company in
China was consolidated as from April and Michelin Roumanie
(formerly TOFAN) - acquired at the end of July - was
consolidated over the last five months of the year, while
manufacturing operations in the Philippines were discon-
tinued in early February.

Operating income down 10.5%

Operating margin contracted by one percentage point to
6.6%. Several factors explain this decline:

. Market share losses in the Truck replacement tire market
in North America during the first quarter - which were
recovered at the end of the year - and low OEM sales
dampened operating income for the year.

• Although raw materials costs declined by 2% year-on-year
after climbing 8% in 2000, the fall was concentrated in the
second half on the back of a 5% rise in the 1st half. The
benefits of the fall in rubber prices and the 3rd-quarter
reduction in oil prices will not be fully reflected in cost of
sales until 2002.

Growth in 2001 net sales compared with 2000

in millions of euros and %

Total
Exchange rates
Volumes
Price mix
Group structure

2001

+379.0
-61.5

-403.0
+802.5

+41.3

%

+2.5%
-0.4%
-2.6%
+5.4%
+0.3%

Q1

+99.7
+52.3

-150.5
+202.7

-4.8

%

+2.8%
+ 1.5%
- 4 . 1 %
+5.8%
- 0 . 1 %

Q2

+233.7
+60.7

-7.2
+186.6

-6.5

%

+6.2%
+ 1.6%
-0.2%
+4.9%
-0.3%

Q3

+76.0
-47.1

-114.0
+240.8

-3.7

%

+1.9%
-1.2%
-2.9%
+6.4%
- 0 . 1 %

Q4

-30.4
-127.4
-131.5
+172.2

+56.2

%

-0.7%
- 3 . 1 %
-3.3%
+4.5%
+ 1.4%



Financial review

• In the spring, Michelin radically scaled down production at
its plants in North America and Europe to avoid a build-up
of inventories and production levels were closely monitored
in subsequent months. Although these measures were suc-
cessful in reducing finished product inventories, the result-
ing idle capacity costs severely eroded margins.

« The fall in value of certain currencies also had a negative
impact on operating income. The weakness of South
American currencies had the effect of reducing the earnings
contributions of Group operations on this continent, where
Michelin is a major player, especially in the truck tire segment.

• Lastly, as expected, operating income for 2001 was
charged with the start-up costs of ViaMichelin (€100 mil-
lion over three years, including one-third in 2001) and of
Shanghai Michelin Warrior in China, as well as the effect
of acquiring previously loss-making businesses in Romania.
In total, these charges trimmed around €50 million from
operating income.

Michelin succeeded in cutting operating expenses and the
number of employees was also reduced. In addition, the
Group achieved strong growth in sales of tires for high-end
Passenger Cars and 4x4, as well as in Truck tire services,
without making pricing concessions. The resulting positive
impact on operating income was not sufficient, however, to
fully compensate for the effects of the negative factors
described above.

Measures to boost Michelin's competitiveness

Since the fall of 1999, Michelin has been implementing a
series of measures designed to deliver a 20% improvement
in productivity in Europe by the end of 2002. The plan targets
a 10% increase in European sales in 3 years and a 10%
reduction in costs through the elimination of 7,500 jobs.

As of year-end 2001, sales growth of 3.2% had been
achieved and the elimination of 6,430 jobs had been
announced. In connection with the plan, several plant
closures were announced during the year, including the
Stoke and Burnley plants in the United Kingdom,
the St Ingbert plant in Germany and the Turin Stora plant
in Italy. In France, an early-retirement plan covering
the period through 2006 was signed in 2001.

These measures, which are covered by provisions recorded
in the 1999 accounts, have enabled Michelin to cope
successfully with the effects of rising raw materials costs
in 2000 and a combination of higher raw materials costs
and weaker market demand in 2001.

In response to the escalation of certain specific costs
in North America and the extremely difficult market
conditions on that side of the Atlantic, the decision has
been made to launch a two-year plan covering 2002 and
2003 to achieve USD 200 million worth of annual savings
in structural costs. The plan will cover all aspects of the
Group's operations in North America and is expected
to lead to the elimination of around 2,000 jobs.
The aim will be to strip out unnecessary costs without
compromising Michelin's ability to capitalize on future
development opportunities. The charges recorded
in the 2001 accounts for these measures
in North America was €123 million.

Lastly, a charge of €217 million has been recorded
in the 2001 accounts for various other measures.

The expected cost savings, over and above those to be
derived from the European Productivity Plan,
are estimated at €150 million in 2002 and €300 million
as from 2003.
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Financial review

Operat ing income by business segment

• Operating income generated by the Passenger Car-Light
Truck tire business totaled €711 million, an increase of 21.7%
on 2000. Operating margin climbed to 8.9%, reflecting the
pay-off from the targeted growth strategy followed in recent
years, the initial benefits of the European cost reduction plan
and the positive impact of the Group's pricing policy, which
puts margins before volumes.

. Operating income generated by the Truck tire business
contracted sharply to €343 million. Lower sales in North
America throughout the year and in Europe during the
fourth quarter, coupled with large-scale production cut-
backs and the weakness of South American currencies,
fueled a 4.8 point drop in operating margin to 8.8%.

• The "Other Businesses" segment ended the year with an
operating loss of €14 million

The improved performances of several of the other tire busi-
nesses and Euromaster only partly compensated for the
start-up costs of ViaMichelin, the weak profitability of the
Wheel business and the costs incurred, as planned, in con-
nection with the Group's external growth operations in
China and Romania. In 2002, the new operations in China
and Romania will be included in the Passenger Car tire and
Truck tire business segments.

Review of expenses by function

At 71.8%, cost of sales declined as a percentage of
sales, leaving to a 1 point improvement in gross margin.
Selling, general and administrative expenses rose at a

faster rate than sales, reflecting the continued high
level of selling and development expenditure, as well as
the impact of changes in Group structure.

Income statement analyzed
by function

in millions of euros

Net sales
Cost of sales

Gross margin
Selling, general and
administrative expenses
Total operating expenses
Operating income
Interest income and expense
Income from ordinary activities
Non-recurring income and expenses
Income taxes
Net income of fully-
consolidated companies
Income (losses) from companies
accounted for by the equity method
Amortization of goodwill
Net income before
minority interests
Net income

2001

15,775
11,325

4,450

3,409
14,734

1,040
(321)

719

(29)
(330)

361

(13)
(34)

314
296

%

100
71.8
28.2

21.6
93.4

6.6

2000

15,396
11,207

4,189

3,027
14,234

1,162
(314)

848

(76)
(291)

481

(D
(42)

438

399

%

100

72.7
27.3

19.7
92.4

7.6

Note: Cost of sales includes logistics and research costs.

Operating income by business segment
in millions of euros

Passenger Cars-Light Trucks
Trucks
Other businesses
Inter-segment eliminations
Total

2001

7,982.2
3,915.3
4,901.2
(1,024)

15,774.6

Sales
% of total

50.6%
24.8%
31.1%
(6.5%)
100%

Change

+3.8%
-4.3%
+2.0%

+2.5%

Operating
2001 %

711.1
343.0
(13.9)

-

1,040.2

income
of total

68.4%
33.0%
(1.4%)

100%

Operating
2001

8.9%
8.8%

(0.3%)

6.6%

margin
2000

7.6%
13.6%
0.4%

7.6%



Financial review

Research and development

In 2001, Michelin spent €702 million on research and
development, representing 4.4% of sales. The increase,
which was greater than the growth in sales, reflects the
Group's commitment to continuing to invest in the future,
even in a more difficult economic environnement.

In 2001, the R&D effort led to the launch of several new
products, including the X One tire, the Air X NZG tire, the
Drice tire specially designed to prevent skidding on icy
roads, launched in Japan, the MACHXBIB tire, XDR the
world's largest earthmover tire, the Entire Solution devel-
oped in cooperation with TRW, the IVTM developed with
Wabco and the Optimized Contact Patch.

in millions of euros

Research and
developement cost
% of sales
Increase
Increase in sales

2001

702
4.4%

+8.9%
+2.5%

2000

645

4.2%
+9.5%

+ 11.9%

1999

589
4.3%
N.AV.

+ 10.2%

Lower capital expenditure,
in line with objectives

Additions to property, plant and equipment and intangible
assets, excluding the fixed assets of newly-acquired busi-
nesses, totaled €1,150 million, representing 6.9% of sales
versus 7 . 1 % in 2000. The 0.2 point reduction was in line
with the target set in April 2001, when the first signs of an
economic slowdown appeared.

Maintenance expenditures, including the cost of molds,
represented around 40% of the total. The balance was
mainly spent on converting Passenger Car tire capacity to
the production of 17" and larger tires, and on productivity
enhancement programs, mainly in the Truck tire business.

Decline in net income to €314 million

. Net interest expense rose compared with 2000, due to
exchange losses resulting from the fall in value of certain cur-
rencies, including the over 30% devaluation of the Argentine
peso.

• Income was also charged with net non-recurring expense
of €29 million. Profits on asset disposals in the amount of
€363 million, corresponding mainly to the gain on sale
of a 2.8% interest in Peugeot SA, were canceled out by
restructuring and other charges totaling €312 million.

• The decline in net income stemmed primarily from the
increase in income taxes. Income taxes for 2001 represented
51.2% of pre-tax income versus 39.9% in 2000. The
Group's extremely high-effective tax rate reflects the impact
of Michelin's policy of strictly complying with accounting
principles regarding the recognition of deferred tax assets.

Other Businesses

The "Other Businesses" segment comprises all other
manufacturing and sales operations which, taken alone,
represent less than 10% of consolidated sales.
They include:

• Earthmover, Agricultural, Motorcycle, Bicycle
and Aircraft tires

» Euromaster distribution operations in Europe
and TCI distribution operations in the United States

• Road-holding activities, including wheels

• Tourism services, including maps and guides
and the ViaMichelin service.

The contribution of these businesses to Group earnings
varies significantly, according to the level of capital
employed. For example, the distribution businesses gen-
erate lower operating margins than the manufacturing
businesses, but they also tie up less capital.

Managing Partners' Report 49



Financial review

Tight control over working capital
and a stable debt position

• The drive to reduce inventories launched in March paid off
well. At December 31, 2001, inventories amounted to
€3,302 million, down 7.4% on the year-earlier figure, rep-
resenting 20.9% of sales versus 23.2% in 2000.

Trade receivables also declined, providing another illustration
of the Group's successful efforts to control working capital.

Decreases in these two items fueled a €102 million reduc-
tion in working capital compared with December 31, 2000,
excluding the effect of changes in Group structure and
exchange rates.

. The reduction in working capital - reflecting decreases in
inventories and trade receivables - and the proceeds from
the sale of Peugeot SA shares fueled a significant increase
in free cash flow to €309 million.

• Total long and short-term debt was cut by 3.4% or
€169 million, excluding the effect of changes in Group
structure and exchange rates. The proceeds from the June
2001 sale of the Group's 2.8% interest in Peugeot SA
were used to pay down debt.

In response to the uncertain economic conditions, in October
the Group extended the life of its debt by drawing down
$905 million from the bank tranche of the subordinated
line of credit set up in 2000 and using the funds to repay
short-term borrowings. The contingent tranche of $170 mil-
lion has not been utilized.

The breakdown of borrowings between fixed and floating
rate debt and by currency was largely unchanged at
December 31, 2001 compared with the previous year-end.

Structure of long
and short-term debt

Total

At June 30, 2001 100%
At December 31, 2001 100%

Due Due in Due in
within 1 to more than
1 year 5 years 5 years

60.7%
47.8%

33.6% 5.7%
28.6% 23.6%

Long and short-term debt
at December 31

in millions of euros

2001 2000 1999

Net debt
Shareholders' equity
Net debt-to-equity ratio

4,881 4,926 4,329
4,326 4,155 3,838

1.13 1.19 1.13



Financial review

Compagnie Generate
des Etablissements Michelin

The parent company of the Group, Compagnie Generale
des Etablissements Michelin, ended the year with net
income of €452,871,105.91, an increase of €189.2 million
compared with €263,620,238.61 in 2000.

Operating income contracted by €24.2 million despite
royalty revenues up €28.7 million. Operating expenses also
increased, however, to €274.8 million from €221.9 million
in 2000, mainly as a result of a €40 million rise in research
and motor sport expenditures.

Net interest and other investment income expanded by
€200 million to €363.4 million, including €199.2 million
in interim dividends receivable from its subsidiary Pardevi.

Income from ordinary activities totaled €452.9 million
versus €277.2 million in 2000.

Net non-recurring income amounted to €0.3 million, sig-
nificantly below the 2000 figure which included the reversal
of an allowance for impairment in value of Manufacture
Francaise des Pneumatiques Michelin shares.

Income tax for 2001 amounted to €415.485.
The decrease compared with 2000 stemmed in part from
the decline in operating income. In addition, the netting off
of the income and losses of companies in the Michelin tax
group gave rise to a tax benefit in 2001 which was record-
ed in the accounts of the Company. The increase in net
interest and other investment income had no impact on
the tax charge because the Pardevi interim dividend and
other dividend income are exempt from tax.

The Company's shareholders' equity increased by
€133.6 million in 2001, before taking into account net
income for the year, corresponding to undistributed
income for 2000 credited to retained earnings by decision
of the May 18, 2001 Annual Shareholders' Meeting.
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Ten-year key figures and ratios

In millions of euros

Sales
% change

Average number of employees
Payroll costs
% of sales

EBITDA (1)

Operating income
Operating margin (2)

Net interest expense
Non-recurring items, net
Including restructuring costs (excluding provisions)
Income before tax
Income taxes
Effective tax rate

Net income including minority interests
Net margin
Dividends <21)

Net cash provided by operating activities<3)

Cash flow (4)

% of sales

Capital expenditure (20)

% of sales
Capital expenditure, net of disposals
Acquisitions of investments, net of disposals
Research and development costs
% of sales

Net debt (5)

Average borrowing costs <6)

Shareholders' equity including minority interests(7)

Debt-to-equity ratio
Net debt + securitizations<8)

Debt-to-equity ratio including securitizations

EBITDA/Net debt
Net cash provided by operating activities/Net debt
Interest expense <9)

Interest cover (Operating income/interest expense)

Free Cash flow<10)

ROE(11»

Target RAROC (12)

Actual RAROC <12)

2001

15,775
2.5%

127,467
5,242

33.2%

2,091
1,040
6.6%
(321)

(29)
(340)

644
(330)

51.2%

314
2.0%

105

1,263
1,323
8.4%

1,150
7.3%
1,089
(184)

702
4.4%

N.APP.
6.07%
4,326
N.APP.
4,881
113%

4 1 %
30.6%

311
3.3

309
7.4%

10.7%
6.8%

2000

15,396
11.9%

128,122
5,137

33.4%

2,170
1,162
7.6%
(314)

(76)
(67)
729

(290)
39.9%

438
2.8%

93

1,017
1,416
9.2%

1,201
7.8%
1,091

166
645

4.2%

N.APP.
6.54%
4,155
N.APP.
4,926
119%

43%
20.7%

324
3.6

(241)
10.4%

11.4%
8.3%

1999
pro forma

13,763
10.2%

130,434
4,756

34.6%

2,127
1,207
8.8%
(238)
(353)
(388)

538
(213)

39.7%

325
2.4%

87

1,014
1,547

11.2%

1,252
9 . 1 %
1,003

255
589

4.3%

N.APP.
9.4%
3,838
N.APP.
4,329
113%

47,2%
23.4%

419
2.9

(300)
8%

11.2%
5.3%

Per share data

Net assets per share (13 '
Basic earnings per share <14)

Diluted earnings per share (15)

P/E <16>

Net dividend per share
Pay-out r a t e 0 7 '
Net dividend yield (18)

Capital turnover rate (19>

2001

29.7
2.20
2.20

17

0.85**
38.6%**

2.3%**

108.3%

2000

28.5
2.96
2.96

13

0,80
27.0%

2.3%

96.6%

1999
pro forma

26.2
2.10
2.10

19

0.71
34.2%

1.7%

104.7%
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1999*

13,763
10.2%

130,434
4,684

34.0%

2,138
1,233
9.0%
(245)
(353)

(66)
SSI

(374)
67.2%

182
1.3%

87

1,034
1,548

11.2%

1,252
9 . 1 %
1,134
N.AV.
N.D.

N.APP.

3,798
9.4%
4,294
88%

4,474
104%

47.8%
2 3 . 1 %

419
2.9

1998*

12,486
2.8%

127,241
4,359

34.9%

1,875
1,073
8.6%
(220)

46
000)

881
(308)

34.9%

574
4.6%

137

1,079
1,246
10%

1,174
9.4%
1,090
N.AV.
N.D.

N.APP.

2,752
12.7%
4,208
65%

3,274
78%

57.2%
32.9%

416
2.6

1997*

12,149
11.9%

123,254
4,110

33.8%

1,869
1,094
9.0%
(229)

20
(119)

866
(239)

27.6%

627
5.2%

112

1,380
1,284

10.6%

996
8.2%

818
N.AV.
N.D.

N.APP.

2,564
13.6%
3,955
65%

3,121
79%

59.9%
44.2%

425
2.6

1996*

10,861
7.8%

119,780
3,786

34.9%

1,742
1,060
9.8%
(214)
(129)

(67)
681

(207)
30.3%

474
4.4%

80

1,032
1,274

11.7%

800
7.4%

627
N.AV.
N.D.

N.APP.

3,480
10.9%
2,656
1 3 1 %
3,800
143%

45.8%
27.2%

415
2.6

1995*

10,078
(1.7%)

114,397
3,698

36.7%

1,474
869

8.6%
(261)

11
(76)
601

(150)
24.9%

451
4.5%

57

N.AV.
664

6.6%

567
5.6%

471
N.AV.
N.D.

N.APP.

3,994
10 . 1%
1,974

202%
4,256
216%

34.6%
N.AV.

430
2.0

1994*

10,248
6.2%

117,776
3,870

37.8%

1,365
725

7.1%
(276)

(83)
(161)

351
(143)

40.8%

208
2.0%

0.6

N.AV.
684

6.7%

397
3.9%

268
N.AV.
N.D.

N.APP.

4,311
11.5%
1,439

300%
4,555
317%

3 0 %
N.AV.

525
1.4

1993*

9,650
(5.3%)

124,575
4,004

41.5%

1,019
306

3.2%
(419)
(434)
(283)
(560)

(43)
N.APP.

(603)
N.APP.

29

N.AV.
184

1.9%

490
5.1 %

422
N.AV.
N.D.

N.APP.

5,361
11.7%
1,215

441 %
5,361
4 4 1 %

19%
N.AV.

627
0.5

1992*

10,191
(1.2%)

130,686
4,172

40.9%

1,335
649

6.4%
(411)

34
(88)
143

(145)
N.APP.

(2)
N.APP.

7

N.AV.
784

7.7%

654
6.4%

518
N.AV
N.D.

N.APP.

5,312
11.7%
1,836

289%
5,312
289%

2 5 . 1 %
N.AV.

623
1.0

1

2

3

4

5

8

9

10

11

12

13

15

(413)
3.9%

11.2%
5.3%

(90)
13.7%

11.7%
10.5%

465
16.2%

11.9%
12 .1%

510
18%

N.AV.
N.AV.

74
23.6%

N.AV.
N.AV.

383
14.8%

N.AV.
N.AV.

(201)
N.APP.

N.AV.
N.AV.

183
0.7%

N.APP.
N.APP.

1999*

29.5
N.AV.
N.AV.

N.APP.

0.71
62.6%

1.7%

104.7%

1998*

28.3
N.AV.
N.AV.

N.APP.

0.64
16.4%

1.4%

102.3%

1997*

26.8
N.AV.
N.AV.

N.APP.

0.58
12.6%

1.1%

106.1%

1996*

20.3
N.AV.
N.AV.

N.APP.

0.50
13.4%

1.4%

86.2%

1995*

15.6
N.AV.
N.AV.

N.APP.

0.42
1 1 %

1.3%

7 4 . 1 %

1994*

12.3
N.AV.
N.AV.

N.APP.

0.34
18.8%

1 %

87.4%

1993*

10.4
N.AV.
N.AV.

N.APP.

No
dividend

N.APP.
N.APP.

86%

1992*

15.8
N.AV.
N.AV.

N.APP.

0.23
202.5%

0.8%

82.4%

EBITDA: earnings before interest,
tax, depreciation and amortization.

2. Operating margin: operating
ncome as a % of net sales.
Net cash provided by operating
activities: cash flow + change in
working capital.
Cash flow: net income before
minority interests + depreciation,
amortization and charges to
allowances for impairment in value
of fixed assets - changes in provi-
sions and deferred taxes -/+ net
gains/losses on disposals of assets.
Net debt: long and short-term debt
- cash and cash equivalents.
Average cost of debt.

7. Shareholders' equity including
minority interests: common stock
+ paid-in capital in excess of par
+ retained earnings + net income
+ minority interests.
Securitization: sales of trade
receivables. In cases where
the receivables are sold to special
purpose entities in which Michelm
holds an equity interest, the specia
purpose entity is consolidated
in accordance with the accounting
standards applicable since January
1, 2000.
Interest expense: borrowing costs
for the year.
Free cash flow: cash flow - change
in working capital - net capita
expenditure.
ROE: net income / shareholders'
equity.
RAROC: see additional information.
Net assets per share: net assets/
number of shares outstanding
at December 31.

14. Basic earnings per share: net
income / weighted average number
of shares outstanding during
the year + own shares - shares
canceled during the year.
Diluted earnings per share
earnings per share adjusted
for the effect on net income and
on the weighted average number
of shares of the exercise of
outstanding dilutive instruments.
P/E: Share price at December 31 /
earnings per share.

17. Pay-out rate: net dividend / earnings
per share.

18. Net dividend yield: net dividend /
share price at December 31.

19. Capital turnover: number of shares
traded during the year / average
number of shares outstanding dur-
ing the year.

20. In 2001, excluding externa
growth transactions
(SMW, €167 million).

21. Dividends: dividends distributed
during the year. For years prior
to 1999, the amount shown
corresponds to total amounts
distributed during the year.

N.APP: not applicable
N.AV.: not available
N.D.: not disclosed

16

* Former accounting stdnddrds.
*Based on recommended dividends
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Outlook

For 2002, economic conditions look to be just as challeng-
ing as those experienced in 2001. The 1st half is already
shaping up like a continuation of last year, and visibility on
the 2nd half is low enough that the Group cannot afford
to let up on its constant vigilance.

Procurement costs are not expected to decline by more
than 1% during the year. However, because it takes 3 to
6 months for purchasing costs to show up as "cost of
sales", Michelin's earnings will be boosted throughout the
year by the decline in raw materials prices that began in
the 2nd half of 2001.

Oil prices should stabilize at $22 per barrel on average over
the year and the euro should trade in the region of $0.90.

Amid the current uncertain environment, the long-term
structural changes made in the Group's organization will
help improve its financial performance:

• further rationalization in Europe and North America will
scale back the cost structure substantially. Specifically, the
Group plans to save an additional €25 million in Europe,
over and above the target set in the 1999 plan, and $125
million in North America;

• a great deal of progress was made in 2001, which will con-
tinue to ensure a better match between inventories and
expected market demand.

Based on these factors, the Group aims to achieve a 2002
operating margin of between 6.7% and 7.4%.
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Proposed resolutions

Shareholders are invited to approve the transactions reflect-
ed in the Company's income statement and balance sheet,
as well as the proposed appropriation of net income for the
year in the amount of €452,871,105.91.

Out of this amount, €3,139,441.47 will be attributed to
the General Partners, in accordance with the bylaws. The
balance of €449,731,664.44 plus retained earnings of
€45,587,019.80 brought forward from 2001, representing
a total of €495,318,684.24, is available for distribution to
shareholders.

In order to further increase the dividend, we are asking
shareholders to approve a total distr ibution of
€136,642,666.05. After setting aside €22,134,174 for
the payment of the precompte dividend equalization tax,
the dividend per share would amount to €0.85. For share-

holders entitled to the 50% avoir fiscal tax credit (€0.43),
the total revenue per share would be €1.28.

If approved, the dividend w
and the Company's shares w
that date.

be paid as of May 22, 2002
II be quoted ex-dividend as of

The balance of income available for distribution
- €358,676,018.19- would be appropriated as follows:
€315,163,220.11 to the special long-term capital gains
reserve and €43,512,798.08 to unappropriated retained
earnings.

Dividends on shares held in treasury stock on the ex-dividend
date will be credited to retained earnings.

The following table shows dividend payments for the last
three years:

Total revenue per share

"A" Series common shares (1) "A" Series participating shares
and "B" series shares (1)

Dividends

Year

1998
1999 (2)
2000

paid
(in euros)

88,145,658.72
95,648,269.83

107,772,698.40

Dividend

0.66

Tax
credit

0.33

Total
revenue

0.99

Dividend

0.64
0.71
0.80

Tax
credit

0.32
0.36
0.40

Total
revenue

0.96
1.07
1.20

(1) Combined in a single class on June 75, 1999.
(2) After cancelling 3 million shares.

Shareholders are also invited to approve the consolidated
financial statements, which show net income of
€313,944,147.32 versus €438,363,113.90 the previous
year.

During the year, the Managing Partners used the share-
holder authorizations to trade in the Company's shares, by
purchasing 568,594 shares at an average price of €33.90
and selling 281,812 shares at an average price of €41.82.

The Templeton Group holds over 5% of the Company's
capital and voting rights. Societe Generale, which also
holds over 5% of the voting rights, notified the Company
during the year that its interest in the capital had been
reduced to below 5%.
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As in prior years, we are asking shareholders for an eight-
een-month authorization to buy back up to 10% of the
Company's capital on the market. The authorization would
be used to stabilize the Company's share price, or to
acquire shares for remittance in exchange for shares of
another company in connection with a stock-for-stock pub-
lic tender offer or a private transaction, or for allocation on
redemption, conversion, exchange or exercise of share
equivalents, or in payment of dividends, or for allocation on
exercise of stock options granted to employees of the
Company or of other Group companies, or in connection
with employee stock ownership plans. Alternatively, the
shares acquired under the authorization could be cancelled
to enhance the Company's net assets or earnings per share,
pursuant to a separate authorization given at the
Extraordinary Shareholders' Meeting of June 11, 1999.

The shares could be purchased, sold, exchanged or trans-
ferred at any time, on the market or in over-the-counter
transactions or otherwise, by any appropriate method

including in the form of block sales, or as the underlying for
options or other derivative instruments.

Shareholders are asked to adjust the maximum and mini-
mum prices set in the previous authorization, by setting the
maximum purchase price at €60 and the minimum sale
price at €40.

Lastly, shareholders are asked to increase the total annual
fees awarded to the Supervisory Board to €100,000.

We invite shareholders to approve the resolutions tabled at
the meeting, after giving due consideration to the reports
of the Auditors and the Supervisory Board.

In application of the terms of the bylaws, Mister Francois Michelin
will be retiring at the Annual Shareholders' Meeting to be held
on May 17. We will use the opportunity of the Meeting to
pay tribute to his achievements.

Edouard MICHELIN

Clermont-Ferrand, February 22, 2002

r. , ' I A C

Francois MICHELIN ReneZINGRAFF
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Report of the Supervisory Board

To the Shareholders,

The business and financial performance of the Company in
2001 is presented in the report of the Managing Partners
and the accounting and financial documents sent to share-
holders. We have no comments to make on the Auditors'
Report on the financial statements for the year ended
December 31, 2001.

The Group ended the year with net income of €314 million
before minority interests and €296 million after minority
interests, versus €438 million and €399 million respectively
for 2000.

The decline was due to the particularly unfavorable eco-
nomic conditions in North America and worldwide in 2001.
The Group resisted this downturn better than some of its
competitors thanks the strategy implemented by the
Managing Partners combined with tight control over the
Group's businesses.

The Managing Partners' recommendation to increase the
dividend clearly demonstrates their confidence in the
Company's future as well as a desire to increase the portion
of net income distributed to shareholders. We share the
Managing Partners' confidence in the future of the Group,
which is in a sound financial condition, and support the
recommended increase in the dividend.

One of the Supervisory Board's major functions is to assess
and monitor changes in Michelin's main financial and man-
agement indicators, based on management reporting data.
We also discuss the Company's results and strategy with
the Managing Partners and invite members of senior man-
agement to make presentations on important current
issues. All of this information is used to assess the propor-

tion of net income which should be distributed to share-
holders.

The five-member Supervisory Board also performs the func-
tions generally delegated to a Remunerations Committee.
For example, we reviewed the conditions of the planned
employee stock ownership and stock option plans as well
as various assumptions relating to variable compensation.
Our role in this regard is generally to advise the Managing
Partners and more particularly to analyze increases in the
number of shares outstanding due to the implementation
of employee stock ownership and stock option plans.

In 2002, we intend to look more closely at audit issues. In
this case also, the work that would generally be performed
by an Audit Committee is carried out directly by all the
members of the Supervisory Board, working together.

Finally, Mister Frangois Michelin's term of office as Managing
Partner is due to expire at this meeting. We would like to
take this opportunity to pay tribute to his achievements in
building our Company into a global player respected by its
competitors, appreciated by customers and which is the
pride of its employees.

We support the proposals put before the Annual
Shareholders' Meeting and recommend that shareholders
adopt the corresponding resolutions.

Clermont-Ferrand, March 7, 2002

Eric BOURDAIS de CHARBONNIERE
Chairman of the Supervisory Board
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List of directorships
and other functions held
in other companies
by the Managing Partners

Francois MiCHEUN (V

Managing Partner @)

Managing Partner

General Partner

Member of the Supervisory Board

Chairman and Chief Executive Officer

Manufacture Franchise des Pneumatiques Michelin

Compagnie Financiere Michelin

Michelin Reifenwerke KGaA

Peugeot S.A.

Participation et Developpement Industriels S.A. "Pardevi"

(1) Term of office expiring at the Annual Shareholders' Meeting to be held on May 17, 2002.
(2) Term of office expiring at the Annual Shareholders' Meeting to be held on May 6, 2002.

Ecioiiard IVtiCBEUN

Managing Partner

General Partner

Manufacture Frangaise des Pneumatiques Michelin

Compagnie Financiere Michelin

Rene 2SN6RAFF

Managing Partner

General Partner

General Partner

Manufacture Francaise des Pneumatiques Michelin

Compagnie Financiere Michelin

Michelin Reifenwerke KGaA
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Additional
Information
Financial Risk Management

Economique Performance Objective

Compensation paid
to the Managing Partners
and Supervisory Board

60

64

66
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In a rapidly changing global environment, shaped by volatile
financial markets and constant advances in financial
techniques, the mission of the Corporate Treasury department
is to:
« Raise financing for the Group as a whole and the individual

Group companies on the best possible terms.
• Identify, measure and hedge financial risks, in close coop-

eration with the operating entities.

The assets of subsidiaries are financed by equity capital, as
explained below, and by borrowings in their operating cur-
rency. Exceptionally, the assets of subsidiaries operating in
countries where inflation is running at more than 10% per
year may be financed in hard currency - preferably the US
dollar - if real interest rates are excessively high. These
financing operations are arranged at Group level and are
closely monitored.

Hedging activities are designed to provide the most cost-
effective solution to minimizing the impact on Group earn-
ings of changing conditions in the financial markets, the
aim is to reduce the amount of capital required to manage
these financial risks. The Group does not carry out any
speculative transactions on the financial markets.

1. Market risks
Currency risks

Transaction risk

Corporate Treasury is responsible for:
• netting as many intercompany transactions as possible,

through a captive factoring company which pools inter-
company payments and through financial services pro-
vided to subsidiaries by Compagnie Financiere Michelin,

• systematically hedging all net positions remaining after
this process.

In certain exceptional cases, it is not possible to hedge an
exposure in a given currency because no counterparty to
the hedging transaction can be found or because the cost
would be disproportionately high.

Translation risk

Net investments in subsidiaries are financed in the local cur-
rency of the holding company. Future cash flows from these
long-term investments (dividends, fees for R&D services and
trade mark licenses, injections of capital) are hedged on a
selective basis according to the probability of the cash flows
occurring. Investments that are intended to be sold are gen-
erally financed in the local currency of the subsidiary con-
cerned.

The following table shows the breakdown of consolidated
shareholders' equity at December 31, 2001 by currency:

Currencies

in millions of euros

Shareholders' equity
+ minority interests

EUR
CHF
USD
GBP
CAD
Other currencies
Total

3,247.7
-791.6

514.7
170.0
342.2
842.9

4,325.9



> Additional information

Strategic currency risk In terest rate risk

Strategic currency risk results from the fact that certain man-
ufactured products are sold outside the country of manufac-
ture. It represents a competitiveness risk which affects the
value-added generated by the products, depending on which
way exchange rates move.

Unlike currency risks associated with transactions and invest-
ments in foreign subsidiaries, strategic currency risk is not
generally hedged. However, as can be seen from the follow-
ing charts, sales and added costs are fairly evenly balanced by
currency, providing the Group with a relatively high level of
protection against strategic currency risk.

37.7%
38.7%

56% 5 . 9 % 5.6%

North
America

(USD, CAD)

Euro - zone Asian Other
currencies currencies

I Added costs: payroll cost and other operating expenses
Sales

The Group is exposed to interest rate risks on borrowings,
due to changes in interest rates in the countries in which it
operates.

The Group follows a practical approach to managing these
risks.

Long-term positions are managed by the Corporate Finance
department. Short-term positions are managed at the level of
the individual countries, under the supervision of the
Corporate Finance department which closely monitors com-
pliance with the exposure limits set for each country.

The following table provides details of the Group's interest
rate positions by currency. The data are based on an analysis,
by company and by currency, of intercompany and external
borrowings net of intercompany loans, after taking into
account swaps and other derivative instruments used to con-
vert interest rate positions.

At December 31, 2001, around one-third of the Group's net
debt was at fixed rates of interest.

In millions of euros

Currencies Net Debt
Floating rate Fixed rate Average life of

long-term fixed
rate debt

Euro and euro-zone currencies

CHF
GBP
USD
CAD
Other currencies

Total

-541.6
986.2
471.3

1,466.0
92.4

829.6
3,303.9

326.3
74.3
0.1

1,106.0
1.1

69.8
1,577.6

4.3
2.4
2.0
5.0
1.8

4.6
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C o m m o d i t y r isk

The Group is exposed to commodity risks during the period
in which commodity price rises cannot be passed on in the
sale price of manufactured products. This period varies
depending on the market and the level of competition, but is
generally less than one year.

The net position corresponds to the number of days' sales
represented by inventories and firm purchase commitments
(long position) less the number of days required to pass on
the price rises in sales prices (short position).

In order to keep earnings volatility to a minimum, hedges are
put in place when all of the following conditions are met:

< the decision has been made to hedge commodity risk on a
recurring basis,

• an organized market exists for the commodity concerned,
• the period required to pass on the price rise can be deter-

mined reliably and is reasonably consistent.

At December 31, 2001, no hedges of commodity risks were
outstanding.

2. Credit risk

In the normal course of business, Michelin grants credit to its
customers in the form of extended payment terms.

The Credit department, which forms part of the Corporate
Finance department, sets the maximum payment terms and
customer credit limits to be applied by the operating entities.

The Credit department is responsible for:
• analyzing and managing credit risks,
* avoiding collection delays,

• critically reviewing proposals by operating entities to grant
extended credit to specific customers or to raise a customer's
credit limit,

. billing late interest where appropriate.

During 2001, the Credit department stepped up its monitor-
ing of credit and collection processes, in response to the
marked deterioration in economic conditions. The depart-
ment focused primarily on monitoring large exposures,
speeding up collection processes and modernizing informa-
tion systems.

At December 31, 2001, the Group's total trade receivables
amounted to €3.4 billion, spread between OEM customers
and after-market customers (replacement sales).

Receivables from the Group's ten largest customers, each
accounting for over 0.9% of total receivables(1), amounted to
€626 million. As of December 31, 2001, thirty customers
had credit limits in excess of €10 million.
Bad debt write-offs for the Group as a whole, net of move-
ments in allowances, amounted to €27.65 million in 2001,
representing 0.175% of sales.

The following graph provides a bi-monthly analysis of bad
debt write-offs and net charges to allowances for the period
1995/2001. Average annual losses over this period repre-
sented 0.184% of sales and the volatility rate was 0.07%.

27% Frequency 30%

" 25%

20%

1 5 %

10%

5%

15% 15%

10% 10%

2% 2% 2%
0% 0% 0% Q%_ 0% 0% 0% 0% o% o%_o%_o_%_p%_o%

OO o o

Distribution of the frequency of bad debts
and net charges to allowances compared with prior
year sales, for the period from December 31, 1994
to December 31, 2001

(1) i.e. €30 million.



Additional1 Information

3. Liquidity risk

The Corporate Finance department is responsible for ensur-
ing that the Group's liquidity position is satisfactory at all
times, by efficiently managing cash reserves and putting in
place financing for appropriate periods on legal terms that
guarantee the availability of the necessary funds when
required.

The Corporate Finance department also arranges confirmed
lines of credit offering the Group the required flexibility in
terms of financing, taking into account the nature of
Michelin's businesses.

The long-term debt figures presented in this report do not
include any credit facilities that could be withdrawn or
become immediately repayable if the Group's financial
ratios were to fall below a certain level or following a
material adverse change in the Group's financial position or
credit rating.

Compagnie Generale des Etablissements Michelin,
Compagnie Financiere Michelin and Manufacture Franchise
des Pneumatiques Michelin obtained credit ratings for the
first time in 2001. These ratings will make it easier for the
Group to raise funds on the financial and capital markets.

At December 31, 2001, the three companies' ratings were
as follows:

Analysis of the Group's liquidity position

Short-term

Long-term

Outlook

Standard &
Poor's

Moody's

Standard &
Poor's

Moody's

Standard &
Poor's

Moody's

CGEM <V)

A2

P2

BBB

Baa2

Stable

Stable

CFM <2)

A2

P2

BBB+

Baal

Stable

Stable

MFPM G)

A2

P2

BBB+

Baa1

Stable

Stable

Total long and short-term debt
Portion due in more than one year
Portion due within one year
Liquid funds
Long-term confirmed lines of credit

At December 31, 2001

5,821
3,039
2,782

939
2,293

In order to anticipate the probable effects of the September
11 terrorist attacks on the global economy, which was
already losing momentum, in October 2001 Compagnie
Financiere Michelin drew down $905 million on the 12-year
subordinated line of credit established in 2000, in order to
repay a series of short-term borrowings and cancel various
available, undrawn confirmed lines of credit.

The long-term portion of Group debt breaks down as follows:
55% due in 1 to 5 years, 11 % due in 5 to 10 years and 34%
due beyond 10 years.

(1) Compagnie Generale des Etablissements Michelin

(2) Compagnie Financiere Michelin.

(3) Manufacture Franchise de Pneumatiques Michelin

Capital ties between these three Group companies are presented in the simplified organization

chart on the inside cover of this report
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Since 1993, Michelin has set internal value creation targets.
To determine whether the Group is creating value, the actual
risk-adjusted return on capital ("Actual RAROC", corre-
sponding to net income before net interest expressed as a
percentage of capital employed) is compared with the tar-
get risk-adjusted return on capital ("Target RAROC", corre-
sponding to the cost of economic capital and debt,
expressed as a percentage of capital employed). If actual
RAROC is greater than target RAROC, the Group considers
that it has created value.

Value creation is measured by the Free Cash Flow to
Economic Capital method. This method consists of allocat-
ing a portion of economic capital and debt to each asset,
based on the level of risk associated with the asset. The
change in the level of risk over time is taken into account by
basing the calculation on the net book value of assets, after
depreciation and amortization.

Economic capital and debt are allocated to the various cat-
egories of risk-weighted assets as follows:

Economic
capital

Allocated
debt

Goodwill and other intangible assets 100%

Property, plant and equipment
and investments 50%

Working capital (inventories,
trade receivables, etc.) 25%

0%

50%

75%

The Group has set as its target a high after-tax return on
economic capital of 15%, based on euro interest rates.
Using this overall target as a starting point, separate targets
are then set for each country, taking into account differ-
ences in interest rates and risks. The average required rate
of return for 2001, all currencies combined, was 16%.

This approach ensures that the Group systematically takes
into account shareholder expectations by using economic
capital allocation techniques as a basis for operating deci-
sions - concerning for example capital expenditure, cus-
tomer credit limits and the outsourcing of certain activities.
However, this is only one of the criteria applied to assess
investment projects.

To measure value creation, target risk-adjusted return on
capital ("Target RAROC") - corresponding to the calculated
cost of debt and economic capital expressed as a percentage
of capital employed - is compared with actual risk-adjusted
return on capital ("Actual RAROC"), corresponding to net
income before interest expense, also expressed as a
percentage of capital employed. Michelin's economic
performance corresponds to the difference between these
two rates.

The approach is rolled down to the level of each Group
business, based on the assets used by the business con-
cerned.

In 2001, target and actual RAROC were calculated as follows:

Economic Capital: €4,592 million
in millions of euros

Capital employed
(calculation performed separately
for each country)

Amount Economic Allocated
capital debt

Goodwill and other
intangible assets
Property, plant and equipment*
and investments
Net working capital
Total

419.7

7,291.2
2,106.7

419.7

3,645.6
526.7

4,592.0 W

-

3,645.6
1,580.1
5,225.7 0

* including commitments under non-cancellable operating leases included in off-balance
sheet commitments.

Capital employed = (1) + (2) = 4,592.0 + 5,225.7 = €9,817.7 million
Weighted average internal cost of economic capital: 16%
Weighted average cost of debt: 6.1 %

Determination of target RAROC:
(Economic capital x weighted average cost of economic capital)

+ (Allocated debt x weighted average cost of debt)
Capital employed

i.e (4,592.0 x 16%) + (5,225.7 x 6.1 %) _ 1 0 7 3 %

9,817.7
Determination of actual RAROC:
Net Income before interest

Capital employed

i.e (313.9 + 350.7) = 6 8 %

9,817.7



Additional information

In 2001, actual RAROC was 3.9 points below target RAROC.

The results achieved by Michelin over the last five years,
determined using the method described above, are as
follows:

Economic capital

Weighted average cost of economic capital

Allocated debt

Weighted average cost of debt

Capital employed

Target RAROC

Net income

Interest expense

Actual RAROC

1997

3,397.8

16.9%

3,912.5

7.6%

7,310.3

11.9%

626.7

258.8

12.1%

1998

3,680.3

17.0%

4,206.1

7.0%

7,886.4

11.7%

573.7

255.0

10.5%

1999

4,053.2

17.0%

4,675.5

6.1%

8,728.7

11.2%

182.5

281.5

5.3%

2000

4,429.9

16.3%

5,183.1

7.2%

9,613.0

11.4%

438.4

358.2

8.3%

2001

4,592.0

16%

5,225.7

6.1%

9,817.7

10.7%

313.9

350.7

6.8%

The return on economic capital used by the Group may be
viewed as high by certain investors. The following table
shows target RAROC calculations for 2001 using average
rates of return on economic capital of 12%, 13% and 14%
(based on euro interest rates) as opposed to the 15% rate
used by Michelin. These calculations are provided for infor-
mation only and are not applied by the Group.

Weighted average cost
of economic capital
(based on euro interest rates) ^12% J3%_ 14% 15%

Target RAROC 8.9% 9.3% 9.8% 10.7%
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Compensation paid
to the Managing Partners
and Supervisory Board
(by the Company and its subsidiaries)

Managing Partners

- Under the terms of the Company's bylaws, as General Partners of the Company, the three Managing Partners

receive a certain proportion of the Company's net income. The total amount paid to them in 2001 out of 2000 net

income was €5,998,487.33

- The Managing Partners do not receive any compensation or benefits.

Supervisory Board

In 2001, the following fees were paid to the members of the Supervisory Board for 2000:

Mrs. Eric Bourdais de Charbonniere (Chairman): €17,532

Francois Grappotte: €13,720

Pierre Michelin: €13,720

Gregoire Puiseux : €13,720

and €43,648 paid by subsidiaries

Edouard de Royere: €13,720

Daniel Michelin (1): €10,671

and €36,028 paid by a subsidiary

(1) Chairman and member of the Supervisory Board up to May 26, 2000.
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Consolidated Balance Sheet
At december 31, 2001

Assets

Issued, uncalled capital

Fixed assets

Goodwill

Intangible assets

Property, plant and equipment

Investments

Investments at equity

Current assets

Inventories

Trade receivables

Other receivables, prepaid expenses and accrued income

Cash equivalents

Cash

Total assets

2001

-

319,408

114,739

6,409,851

415,561

77,576

7,337,135

3,302,052

3,389,533

2,414,141

176,389

762,625

10,044,740

17,381,875

In thousands of euros

2000

-

282,718

122,608

5,942,514

451,327

80,939

6,880,106

3,564,377

3,340,431

2,427,013

184,036

746,441

10,262,298

17,142,404
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Michelin Group

Liabilities and shareholders'equity

Shareholders' equity

Common stock ^

Paid-in capital in excess of par W

Retained earnings <2>

Minority interests

Shareholders' equity including minority interests

Provisions for contingencies and charges

Liabilities

Subordinated debt

Long and short-term debt

Trade payables

Other payables, deferred income and accrued expenses

Total liabilities and shareholders' equity

2001

269,432

1,609,476

2,117,475

3,996,383

329,540

4,325,923

3,958,649

1,026,598

4,793,869

1,451,246

1,825,590

9,097,303

17,381,875

In thousands of euros

2000

269,432

1,609,476

1,964,702

3,843,610

310,919

4,154,529

3,710,955

5,856,472

1,589,933

1,830,515

9,276,920

17,142,404

(1) Parent company

(2) Including net income for the year 295,967 399,045
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Consolidated Statement
of Income
year ended december 31, 2001

In thousands of euros

Operating revenue

Net sales

Reversals of allowances • .. :

Other operating revenues

Operating expenses .,,,....- ...«.•..

Purchases used in production

Payroll costs

Other operating expenses

Taxes other than on income

Depreciation and amortization

Charges to allowances and provisions

Operating income

Net interest expense

Operating income from ordinary activities

Net non-recurring expense

Income taxes

Net income of fully-consolidated companies

Income (losses) from companies accounted for by the equity method

Amortization of goodwill

Net income before minority interests

Minority interests

Net income

Basic earnings per share

Diluted earnings per share

2001

15,774,608

21,216

491,670

16,287,494

5,585,622

5,241,525

3,232,384

232,054

937,961

17,777

(15,247,323)

1,040.171

(320,779)

719,392

(28,906)

(329,712)

360,774

(12,834)

(33,996)

313,944

17,977

295,967

2.20

2.20

2000

15,395,573

22,046

392,788

15,810,407

5,212,204 '"

5,136,598 •;

3,095,234 '

225,730 "'

955,304

22,877

(14,647,947)

1,162,460

(314,388)

848,072

(75,844) -

(290,447) ;

481,781

(1,225)

(42,193)

438,363

39,318

399,045

2.96

2.96

«0



Consolidated Statement
of cash flows

Michelin Group

In thousands of euros

Cash flows from operating activities

Net income before minority interests

Adjustments to reconcile net income before minority interests

to net cash provided by operating activities:

Depreciation

Allowances, provisions and deferred taxes

Net gains on disposals of assets

Other

Cash flow

Change in inventories

Change in receivables

Change in payables

Other changes in working capital

Net change in working capital

Net cash provided by operating activities

Cash flows from investing activities

Additions to property, plant and equipment and intangible assets

Additions to investments

Total

Proceeds from disposals of property, plant and equipment and intangible assets

Proceeds from disposals of investments

Total

Net investment for the period

Impact of changes in Group structure

Net change in working capital

Net cash (used) by investing activities

Cash flows from financing activities

Dividends paid to parent company shareholders

Other dividends paid

Total

Change in long and short-term debt

Net change in working capital

Net cash (used) provided by financing activities

Effect of exchange rate changes on cash and cash equivalents

Change in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at the period-end

o/w - Cash

- Cash equivalents

2001

313,944

976,877

326,398

(290,702)

(3,911)

1,322,606

281,063

(3,795)

(218,294)

(119,060)

(60,086)

1,262,520

(1,316,714)

(240,270)

(1,556,984)

60,734

424,499

485,233

(1,071,751)

(4,268)

121,931

(954,088)

(104,662)

(78,087)

(182,749)

(162,619)

39,743

(305,625)

5,730

8,537

930,477

939,014

762,625
176,389

2000

438,363

•*•£

1,055,060

(51,543)

(14,142) ;-

(12,030)

1,415,708

(248,996)

(246,701)

185,038 g

(87,560)

(398,219)

1,017,489

(1,201,210)

(242,111)

(1,443,321)

109,746

76,312

186,058

(1,257,263)

(3,257)

2,266

(1,258,254)

(93,109)

(67,019)

(160,128) ;

436,664

(4,215) '

272,321

18,439

49,995

880,482

930,477

746,441
184,036
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Notes to the consolidated
financial statements
at 31 december 2001

Consolidation principles

The consolidated financial statements have been prepared
in accordance with French generally accepted accounting
principles, including standard CRC 99-02 published by the
Com/Ye de la Reglementation Comptable dealing with con-
solidated financial statements.

Basis of consolidation

• Manufacturing, sales and finance companies, special pur-
pose entities and other entities that are controlled by
Compagnie Generale des Etablissements Michelin, direct-
ly or indirectly, are fully consolidated.

• Companies that are between 20% and 50%-owned by
Compagnie Generale des Etablissements Michelin, direct-
ly or indirectly, are accounted for by the equity method.

• As allowed under Article L.233-19 the French Code de
Commerce, certain companies are not consolidated,
either because they are not material in relation to the
Group as a whole or because of substantial and lasting
restrictions on transfers of funds to other Group compa-
nies.

Accounting policies

1. All consolidated companies have a December 31 year-
end. The consolidated financial statements are prepared
from the financial statements of the individual Group com-
panies submitted for approval at their respective Annual
Shareholders' Meetings, as adjusted to comply with Group
accounting policies and presentation rules.

2. The financial statements of foreign subsidiaries outside
the euro zone are translated into euros as follows:

• Balance sheet items are translated at the year-end
exchange rate.

• Income statement items are translated at the average rate
for the year, except for subsidiaries operating in hyperin-
flationary economies where the year-end rate is applied.
The aggregate effect of applying the year-end rate
method is not material.

Differences arising from the translation of opening balance
sheet items and net income at the year-end rate are record-
ed in shareholders' equity under "Retained earnings", with
minority interests shown separately.

Summary of significant accounting policies

The consolidated financial statements for the year ended
December 31, 2001 have been prepared on a going con-
cern basis in accordance with generally accepted account-
ing principles.

The main accounting policies applied are as follows:

a) Goodwill

Goodwill represents the difference between the cost of
shares in consolidated companies and the Group's equity
in the underlying net assets after fair value adjustments to
identifiable assets and liabilities.

Goodwill arising on acquisition of manufacturing compa-
nies is amortized on a straight-line basis over 20 years. At
each year-end, the carrying value is reviewed for impair-
ment and, where necessary, the amortization period is
reduced.

Goodwill arising on acquisition of non-manufacturing com-
panies is amortized in full in the year of acquisition.

Negative goodwill is written back to the income statement
to reflect changes in the risk associated with the acquired
companies.
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b) Intangible assets

Other intangible assets consist mainly of purchased and
internally-developed software, amortized over periods
ranging from one to three years, and purchased goodwill
representing small amounts, amortized in full in the year of
acquisition. Research and development costs are not capi-
talized.

c) Property, plant and equipment

Property, plant and equipment are stated at purchase or
production cost.

Effective from January 1, 1999, assets acquired under
finance leases are recorded under assets and an obligation
in the same amount is recorded under liabilities.

Depreciation is calculated on a straight-line basis over the
average useful life of the assets. The main useful lives
applied are as follows:
• buildings 25 years
• plant and equipment 7 to 12 years
• other assets 2 to 12 years.

If the carrying amount of property, plant and equipment
exceeds their net realizable value, an impairment charge is
recorded.

d) Investments

Investments in non-consolidated companies are stated at
the lower of cost and market. Market value corresponds
to the stock market price in the case of quoted investments
and the Group's equity in the underlying net assets in all
other cases.

Other investments are also stated at cost and an impair-
ment charge is recorded where necessary.

e) Inventories

Inventories are stated at purchase or production cost,
determined by the weighted average cost method.

Where necessary, finished product inventories are written
down to net realizable value.

f) Trade receivables

Trade receivables are stated at nominal value, including
receivables sold to special purpose entities in connection

with securitizations. Allowances for doubtful accounts are
determined on a case by case basis or according to the age
of the receivables.

The methods used to convert foreign currency receivables
into euros are described in note k.

g) Other receivables, prepaid expenses and accrued
income

Prepaid expenses and accrued income include:

• Post-retirement commitments: the excess of the fair value
of plan assets, adjusted for unrecognized actuarial gains
and losses and prior service costs, over the present value
of defined benefit obligations.

• Deferred taxes: deferred tax assets arising from deduc-
tible temporary differences and tax loss carryforwards,
determined separately for each individual company.

The accounting treatment of post-retirement commitments
and deferred taxes is described in notes I and m respec-
tively.

h) Provisions for contingencies and charges

A provision is booked when the Group has a present legal
or constructive obligation as a result of a past event, it is
probable that an outflow of resources will be required to
settle the obligation and the amount of the obligation can
be reliably estimated.

The main provisions cover:

• post-retirement and other employee benefit commit-
ments: the excess of the present value of defined bene-
fit obligations over the fair value of the plan assets,
adjusted for unrecognized actuarial gains and losses and
prior service costs,

• deferred taxes: deferred taxes arising from taxable
temporary differences, determined separately for each
individual company,

• restructuring: the estimated cost of measures decided
and announced by the Group, which are in the process
of being implemented at the year-end.

The accounting treatment of post-retirement commitments
and deferred taxes is described in notes I and m respec-
tively.
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Provisions for contingencies and charges recorded in the
accounts of individual Group companies for the sole pur-
pose of complying with local tax laws are reclassified under
shareholders' equity, net of deferred taxes.

i) Financial instruments

Currency risks
Group policy consists of hedging exposures to currency risks
using various market instruments, including forward con-
tracts and options.

Foreign currency receivables and payables of the same type
and with similar maturities are netted off and only the net
exposure is hedged. This is the case of most foreign
currency receivables and payables. Hedging contracts are
recognized in the balance sheet at the date of inception.

Realized and unrealized profits and losses on hedging
instruments are recognized in the income statement,
together with hedging costs.

The net investment of Group holding companies in foreign
subsidiaries is financed in the holding company's account-
ing currency.

Interest rate risk

Short-term interest rate risks are managed on a decentral-
ized basis. A ceiling is set on fixed rate borrowings for terms
in excess of one year, by currency.

Interest rate risk management policies are coordinated and
monitored at Group level.

j) Investment grants
Investment grants are recorded in liabilities under "Other
payables and accruals" and are written back to the income
statement over periods not exceeding the depreciation peri-
od of the assets financed by the grants.

k) Foreign currency receivables and payables

Foreign currency receivables and payables are converted
into euros at the exchange rate ruling on the transaction
date. Their value is adjusted at the year-end based on the
year-end exchange rate and the resulting exchange differ-
ence is recorded in the income statement.

I) Post-retirement and other employee
benefit obligations

In most of the countries where Group companies operate,
long-term post-retirement and other employee benefit
plans consist of:

• Either defined contribution plans which are fully funded
by contributions to external funds,

• defined benefit plans which are funded:
- by contributions to pension funds managed by employ-

ees of the companies concerned or by external man-
agers; in both cases, the companies concerned are
generally required to make good any under-funding and
are also responsible for ensuring that the pension fund
is properly managed; or

- directly by the Group companies concerned.

In accordance with Group accounting policies, commit-
ments under defined benefit plans are determined each
year by independent actuaries, using the projected unit
credit method.

For each plan, the difference between the present value of
the defined benefit obligation and the fair value of the plan
assets, adjusted for unrecognized actuarial gains and loss-
es and prior service costs, is recorded under either assets or
liabilities.

The periodic pension cost determined on an actuarial basis
as explained above is recorded in the income statement.

m) Income taxes

The income tax charge includes both current and deferred
taxes. Deferred taxes are calculated by the liability method,
on a company-by-company basis, on:

• temporary differences between the book value of assets
and liabilities and their tax basis,

• tax loss carryforwards, to the extent that their future uti-
lization is considered probable,

Deferred tax assets and liabilities are not discounted.

n) Research and development costs

Research and development costs are expensed in the year
in which they are incurred.
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o) Non-recurring income and expenses

Non-recurring items correspond to income and expenses
not arising in connection with the Group's ordinary activi-
ties, including restructuring costs and gains and losses on
disposals of fixed assets.

p) Earnings per share

Basic earnings per share are calculated by dividing net
income by the weighted average number of shares out-
standing during the year, including Compagnie Generale
des Etablissements Michelin shares carried on the assets
side of the balance sheet under "Short-term investments",
less any shares canceled during the year.

Diluted earnings per share are calculated by adjusting net
income and the weighted average number of shares for the
effects of dilutive potential shares.
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q) List of consolidated companies

1. Parent company

• Compagnie Generale des Etablissements Michelin

2. Fully-consolidated companies

Manufacturing companies
• Manufacture Frangaise des

Pneumatiques Michelin
• Michelin Roues France
• Pneu Laurent
• Pneumatiques Kleber
• SIMOREP et Cie Societe du

Caoutchouc Synthetique Michelin
• Kleber Reifen GmbH
• Michelin Reifenwerke KGaA
• Michelin Kronprinz Werke GmbH
• Sociedade Michelin de Participagoes,

Industrie e Comercio Ltda.
• Michelin North America (Canada) Inc.
• Michelin Shenyang Light Truck

& Passenger Tire Co., Ltd.
• Michelin Shenyang Rubber

Components Co., Ltd.
• Michelin Shenyang Tire Co., Ltd.
• Michelin Shenyang Truck Tire Co., Ltd.
• Shanghai Michelin Warrior

Tire Co., Ltd.
• Industrie Colombiana de Llantas S.A.
• Michelin Ruedas Espafia, S.L.
• Neumaticos Michelin, S.A.
• Michelin North America, Inc.
• Michelin Aircraft Tire Corporation
•American Synthetic Rubber Company, LLC
•Taurus Rubber Company Ltd.
•Taurus Agricultural Tyre Ltd.
•Societa per Azioni Michelin Italiana
• Michelin Okamoto Tire Corporation
•Industries Michelin, S.A. de C.V.
• Michelin (Nigeria) Limited
• Stomil-Olsztyn S.A.
•Silvania S.A.
•Victoria S.A.
• Michelin Tyre Public Limited Company
• Michelin Siam Co., Ltd.
• Siam Tyre Industry Co., Ltd.
• Siam Tyre Phrapradaeng Co., Ltd.
• Siam Steel Cord Co., Ltd.

Registered office

Clermont-Ferrand

Registered office

Clermont-Ferrand
Clermont-Ferrand
Avallon
Toul

Bassens
Saint-lngbert
Karlsruhe
Solingen

Rio de Janeiro
LavaI

Liaoning Province

Liaoning Province
Liaoning Province
Liaoning Province

Shanghai'
Call
Tres Cantos
Tres Cantos
New York
Wilmington
Wilmington
Budapest
Nyiregyhaza
Turin
Ohta-City, Gunma-Ken
Mexico
Nigeria
Olsztyn
Zalau
Floresti
England
Chonburi
Saraburi Province
Samutprakarn
Rayong Province

Country %

France

Country %

France
France
France
France

France
Germany
Germany
Germany

Brazil
Canada

China

China
China
China

China
Colombia
Spain
Spain
United States
United States
United States
Hungary
Hungary
Italy
Japan
Mexico
Nigeria
Poland
Romania
Romania
United Kingdom
Thailand
Thailand
Thailand
Thailand

% Interest

interest

96.07
96.07
96.07
96.07

96.07
93.48
93.45
93.45

93.45
93.45

79.43

79.43
79.43
79.43

65.42
93.31
90.12
90.12
93.45
93.45
93.45
93.42
93.45
93.45
93.45
93.45
74.76
61.47
92.11
88.31
93.45
56.07
56.07
56.07
56.07
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Registered office Country % interest

Sales companies
• Euromaster France
•Societe d'Exportation Michelin
•Transityre France
• Michelin Tyre Company

South Africa (Proprietary) Limited
• Michelin Argentina Sociedad Anbnima,

Industrial, Comercial y Financiera
• Michelin Reifenverkaufsgesellschaft m.b.H.
• Michelin Australia Pty. Ltd.
• Michelin Belux S.A.
• Michelin Chile Ltda.
• Michelin Korea Co., Ltd.
• Michelin Gummi Compagni A/S
• Michelin Rehvide AS
• Michelin Retread Technologies, Inc.
• Tire Centers, LLC
• Oy Suomen Michelin Ab
• Elastika Michelin A.E.
• Michelin Asia (Hong-Kong) Ltd.
• Michelin Magyarorszag Kft.
• Michelin India Private Limited
• Michelin Tire Sales Co., Ltd.
• Nihon Michelin Tire Co., Ltd.
• Michelin Riepas SIA
• UAB Michelin Padangos
• Michelin Tyre Services Company Ltd.
• Norsk Michelin Gummi A/S
• M. Michelin & Company Limited
•Transityre B.V.
• Eurodrive Services and Distribution N.V.
• Michelin Nederland N.V.
• Michelin del Peru S.A.
• Michelin Polska Sp. z o.o.
• Michelin Companhia Luso-Pneu, Ltda.
• Michelin Ceska republika s.r.o.
• Michelin Romania Distribution S.R.L.
• Associated Tyre Specialists Limited
• Michelin Tyres Russian General Agency ZAO
•Societe commerciale Michelin Senegal (SCMS)
• Michelin Asia (Singapore) Co. Pte. Ltd.
• Michelin Slovensko, s.r.o.
• Michelin Slovenija, pnevmatike, d.o.o.
• Michelin Gummiringar AB
• Societe Anonyme des Pneumatiques Michelin
•Michelin Chun Shin Ltd.
• Michelin Siam Marketing & Sales Co., Ltd.
• Michelin Lastikleri Ticaret A.S.
• Miscellaneous distribution companies in Europe

Grenoble
Clermont-Ferrand
Clermont-Ferrand

Johannesburg

Buenos Aires
Vienna
Melbourne
Brussels
Santiago
Seoul
Br0ndby
Tallinn
Wilmington
Wilmington
Espoo
Halandri
Hong-Kong
Budapest
New Delhi
Tokyo
Tokyo
Riga
Vilnius
Nigeria
Skedsmo
Wellington
Breda
Amsterdam
Drunen
Lima
Warsaw
Lou res
Prague
Bucharest
England
Moscow
Dakar
Singapore
Bratislava
Ljubljana
Stockholm
Givisiez
Taipei
Bangkok
Istanbul

and other geographic regions

France
France
France

South Africa

Argentina
Austria
Australia
Belgium
Chili
South Korea
Danmark
Estonia
United States
United States
Finland
Greece
Hong-Kong
Hungary
India
Japan
Japan
Latvia
Lithuania
Nigeria
Norway
New-Zealand
Netherland
Netherland
Netherland
Peru
Poland
Portugal
Czech Republic
Romania
United Kingdom
Russia
Senegal
Singapore
Slovak Republic
Slovenia
Sweden
Switzerland
Taiwan
Thailand
Turkey

80.66
100.00
93.46

93.45

93.45
93.44
93.45
93.45
93.45
93.45
93.45
93.45
93.45
93.45
93.45
93.45
93.45
93.45
93.45
93.45
93.45
93.45
93.45
56.34
93.45
93.45
93.45
93.01
93.45
93.45
93.45
93.45
93.45
93.45
93.15
93.45

100.00
93.45
93.45
93.45
93.45
93.45
91.56
56.07
93.45
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Registered office Country % Interest

Finance Companies and Other
• Participation et Developpement Industriels
•Spika S.A.
•Societe Civile Immobiliere Michelin
•Societe Civile Immobiliere Michelin Breteuil
• Societe des Precedes Industriels Modernes
•Societe de Technologie Michelin
• ViaMichelin
• Michelin Investment Holding Company Limited
• Plantacoes E. Michelin Ltda.
• Plantacoes Michelin da Bahia Ltda.
• Michelin Tire Research and Development

Center (Shanghai) Co., Ltd.
• Michelin (China) Investment Co., Ltd.
•CR Funding Corporation
• Michelin Americas Research

& Development Corporation
• Michelin Corporation
• Michelin Finance Luxembourg S.A.
• Osse River Rubber Estates Limited
• Utagba Uno Rubber Estates Limited
•Araromi Rubber Estates Limited
•Waterside Rubber Estates Limited
• MC Projects B.V.
• Michelin Finance (Pays-Bas) B.V.
• Michelin Holding (Pays-Bas) B.V.
• Michelin Participations B.V. i.l.
• Societe des Matieres Premieres Tropicales Pte. Ltd.
•Compagnie Financiere Michelin
• Michelin Factoring S.A.
• Michelin Participations S.A.
• Michelin Recherche et Technique S.A.
• M.S. Enterprises Holding Co., Ltd.
• Michelin Siam Group Co., Ltd.

Clermont-Ferrand
Clermont-Ferrand
Clermont-Ferrand
Paris
Clermont-Ferrand
Clermont-Ferrand
Boulogne-Billancourt
Bermuda
Rio de Janeiro
Rio de Janeiro

Shanghai'
Shanghai
Wilmington

Wilmington
New York
Luxembourg
Nigeria
Nigeria
Nigeria
Nigeria
Amsterdam
Amsterdam
Amsterdam
Amsterdam
Singapore
Granges-Paccot
Granges-Paccot
Granges-Paccot
Granges-Paccot
Bangkok
Bangkok

Le Mans
Wilmington
Makati City
Istanbul
Amsterdam

France
France
France
France
France
France
France
Bermuda
Brazil
Brazil

China
China
United States

United State
United States
Luxembourg
Nigeria
Nigeria
Nigeria
Nigeria
Netherlands
Netherlands
Netherlands
Netherlands
Singapore
Switzerland
Switzerland
Switzerland
Switzerland
Thailand
Thailand

France
United State
Philippines
Turquie
Netherlands

99.99
100.00
96.07
96.07
96.07

100.00
99.99
93.45
93.45
93.45

93.45
93.45
93.45

93.45
93.45
95.42
65.23
65.23
52.70
74.76
46.73
93.45
93.45
92.62
93.45
93.45
93.45
92.62
93.45
47.66
56.07

41.30
25.93
27.33
18.78
45.79

3. Companies accounted for by the equity method
• Compagnie Generale des Transports Verney
• RubberNetwork.com, LLC
• Sucat Land Corp.
•Tekersan Jant Sanayi A.S.
• Woco Michelin AVS B.V.

4. Non-consolidated companies
Various companies that are not material in relation to the Group as a whole have not been consolidated, as allowed
under Article L.233-19 of the French Code de Commerce (consolidated financial statements).

The above list of the main consolidated companies and companies accounted for by the equity method, complies with
the requirements of Article 248-12 of decree no. 67-236 of March 23, 1967 concerning the consolidated financial state-
ments of trading companies.
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Notes to the consolidated balance sheet

The consolidated financial statements have been prepared
in accordance with French generally accepted accounting
principles, including standard CRC 99-02 published by the

1. Goodwill
Goodwill can be analyzed as follows:

Comite de la Reglementation Comptable dealing with con-
solidated financial statements.

In thousands of euros

Cost Depreciation
and allowances

Net book value

Goodwill at January 1, 2000

Increases
Decreases
Translation adjustments and other

499,565

59,503
(65,066)
37,667

(251,931)

(42,046)
65,066
(20,040)

247,634

17,457

17,627

Goodwill at December 31, 2001 531,669 (248,951) 282,718

Increases
Decreases
Translation adjustments and other

59,166
(24,452)
23,944

(34,487)
24,452
(11,933)

24,679

12,011

Goodwill at December 31, 2001 590,327 (270,919) 319,408

The increase in goodwill at December 31, 2001 primarily corresponds to goodwill arising on acquisition of the Tofan Group
(Romania).

2. Intangible assets
Intangible assets can be analyzed as follows: In thousands of euros

Cost Depreciation
and allowances

Net book value

Intangible assets at January 1, 2000

Increases
Decreases
Translation adjustments and other

359,480 (225,675) 133,805

48,824
(11,436)

(1,194)

(64,296)
16,738

167

(15,472)
5,302

(1,027)

Intangible assets at December 31, 2001

ncreases
Decreases
Translation adjustments and other

| Intangible assets at December 31, 2001

395,674

55,628
(10,296)

9,928

450,934

(273,066)

(72,674)
16,143
(6,598)

(336,195)

122,608

(17,046)
5,847
3,330

114,739
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The main movements in 2001 concern software.

The break down by category is as follows:

3. Property, plant and equipment

Property, plant and equipment can be analyzed as follows:

In thousands of euros

Software
Other intangible assets

Total

Cost

367,589
83,345

450,934

Depreciation
and allowances

(261,381)
(74,814)

(336,195)

Net book value

106,208
8,531

114,739

In thousands of euros

Cost Depreciation
and allowances

Net book value

Property, plant and equipment at January 1, 2000

Increases
Decreases
Translation adjustments and other

13,969,155

1,149,543
(587,430)
266,491

(8,265,941)

(940,283)
499,590
(148,611)

5,703,214

209,260
(87,840)
117,880

Property, plant and equipment at December 31, 2001

Increases
Decreases
Translation adjustments and other

| Property, plant and equipment at December 3 1 , 2 0 0 1 ( i )

Capital expenditure for the year ended December 31, 2001

The break down by category is as follows:

Land and buildings
Plant and equipment
Other

Total

0) including assets acquired under finance leases
at December 31, 2001

14,797,759

1,261,086
(443,865)
230,140

15,845,120

amounted to €1

Cost

3,653,105
9,873,085
2,318,930

15,845,120

Cost

434,882

(8,855,245)

(890,929)
412,662
(101,757)

(9,435,269)

,261,086 thousand.

Depreciation
et provisions

(1,722,675)
(6,076,269)
(1,636,325)

(9,435,269)

Depreciation
and allowances

(217,515)

5,942,514

370,157
(31,203)
128,383

6,409,851 |

In thousands of euros

Net book value

1,930,430
3,796,816

682,605

6,409.851

In thousands of euros

Net book value

277,367
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6. Inventories

7. Trade receivables

Substantially all trade receivables are due within one year.

In thousands of euros

Raw materials, semi-finished products and other supplies
Finished products
Allowances

Net book value

Dec. 31, 2001

986,784
2,437,482

(122,214)

3,302,052

Dec. 31, 2000

1,147,769
2,516,692

(100,084)

3,564,377

In thousands of euros

Trade receivables
Allowances

Net book value

Dec. 31, 2001

3,498,703
(109,170)

3,389,533

Dec. 31, 2000

3,441,407
(100,976)

3,340,431

8. Other receivables, prepaid expenses and accrued income

(1) including amounts due beyond one year 13,851

In thousands of euros

Other receivables, net m

Excess of pension plan assets over the related benefit obligations (note I)
Deferred tax assets (note m)
Other accruals

Total

Dec. 31, 2001

483,701
453,493

1,391,333
85,614

2,414,141

Dec. 31, 2000

521,015
498,884

1,352,494
54,620

2,427,013

14,090

9. Cash equivalents In thousands of euros

Compagnie Generale des Etablissements Michelin shares
Less: allowances for impairment in value
Other listed investments, net
Other cash equivalents, net

Total

Dec. 31, 2001

164,272
(10, 868)

1,003
21,982

176,389

Dec. 31, 2000

157,469
(8,910)
1,175

34,302

184,036

-As of December 31, 2001, Compagnie Generale des Etablissements Michelin held 4,140,457 of its own shares with a mar-
ket value of €153,404 thousand. During 2001, the number of own shares held by the Company increased by 286,782.

-As of December 31, 2001, the market value of other listed investments was €2,158 thousand.
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ket value of €153,404 thousand. During 2001, the number of own shares held by the Company increased by 286,782.

-As of December 31, 2001, the market value of other listed investments was €2,158 thousand.
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10. Changes in shareholders' equity and minority interests In thousands of euros

At December
31, 1999
[pro forma)

Dividends paid

Appropriation of
undistributed
ncome

Met income
:or the year

Translation
adjustment
and other

At December
31, 2000

Dividends paid

Appropriation of
undistributed
income

Net income
for the year

Translation
adjustment
and other

At December
31, 2001

Common stock Paid-in
capital in
excess of

par

269,432 1,609,476

269,432 1,609,476

269,432 1,609,476

Retained
earnings

2,005,280

143,961

10,616

2,159,857

251,581

4,389

2,415,827

Translation
adjustment

(632,867)

38,667

(594,200)

(10,210)

10,091

(594,319)

Net income

282,522

(138,561)

(143,961)

399,045

399,045

(157,674)

(241,371)

295,967

295,967

Shareholders'
equity

3,533,843

(138,561)

-

399,045

49,283

3,843,610

(157,674)

-

295,967

14,480

3,996,383

Minority
interest

304,391

(21,567)

-

39,318

(11,223)

310,919

(25,075)

-

17,977

25,719

329,540

Total

3,838,234

(160,128)

-

438,363

38,060

4,154,529

(182,749)

-

313,944

40,199

4,325,923
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11. Provisions for contingencies and charges In thousands of euros

Post-retirement and other
employee benefit obligations
Deferred taxes
Restructuring
Other

Total

Dec. 31, 2000

3,038,342
62,990

431,421
178,202

3,710,955

Translation adjustment

73,942
617

1,895
1,174

77,628

Movements

(21,127)
(6,373)

194,149
3,417

170,066

Dec. 31, 2001

3,091,157
57,234

627,465
182,793

3,958,649

Movements in provisions for contingencies and charges are recorded in the income statement.
The net increase in restructuring provisions corresponds to:
- new provisions for contingencies recorded during the year, including provisions for the new cost reduction plan in North

America and additional provisions for costs related to the ongoing plan to improve the competitiveness of the Group's
operations in Europe

- provisions reversed to cover expenses incurred during the year in connection with the implementation of restructuring
plans (including the plan to improve the competitiveness of Group operations in Europe).

12. Income taxes

Income taxes reported in the income statement can be analyzed as follows:

The following table presents a reconciliation of the theoretical tax charge to the actual tax charge:

In thousands of euros

Current taxes
Deferred taxes

Total

Dec. 31, 2001

318,375
11,337

329,712

Dec. 31, 2000

309,359
(18,912)

290,447

Tax on the contribution of Group companies to consolidated income,
at standard local tax rates

Effect of permanent differences
Effect of unrecognized deferred taxes
Effect of changes in future tax rates
Other effects

Income taxes reported in the income statement

Dec. 31, 2001

191,393

1,639
136,864
12,252

(12,436)

329,712

Dec. 31, 2000

285,178

(27,972)
34,314
7,900
(8,973)

290,447

Total unrecognized deferred tax assets

Dec. 31, 2001

528,340

Dec. 31, 2000

473,533
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Deferred tax assets and liabilities break down as follows by category:

13. Post-retirement and other employee benefit obligations under defined benefit plans

Assets and liabilities break down by category is as follows:

In thousands of euros

Deferred tax assets
Deferred tax liabilities

Net obligation

Breakdown:
- temporary differences
- tax loss carryforwards
- tax credits

Dec. 31, 2001

1,391,333
(57,234)

1,334,099

1,035,321
335,458
(36,680)

Dec. 31, 2000

1,352,494
(62,990)

1,289,504

966,090
344,663
(21,249)

In thousands of euros

Excess of pension plan assets over defined benefit obligations
Unfunded post-retirement and other employee benefit obligations

Net obligation

Breakdown:
- Long-term pre-retirement benefits
- Post-retirement benefits:

- retirement benefits
- other employee benefits

Dec. 31, 2001

453,493
(3,091,157)

(2,637,664)

(106,172)

(210,702)
(2,320,790)

Dec. 31, 2000

498,884
(3,038,342)

(2,539,458)

(116,409)

(138,727)
(2,284,322)

Net periodic pension cost recorded in the income statement:

Service cost
Interest cost
Forecast yield on plan assets
Recognized actuarial gains and losses
Prior service cost
Curtailments and settlements

Total

Dec. 31, 2001

197,870
521,376

(369,706)
75

10,817
(3,276)

357,156

Dec. 31, 2000

203,879
465,923

(364,014)
-

17,718
(414)

323,920
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14. Subordinated debt and other long and short-term debt

Debt secured by collateral at December 31, 2001
Obligations under finance leases at December 31, 2001

65,748
330,771

In thousands of euros

Subordinated debt
Other long and short-term debt
- Convertible bonds
- Other bonds
- Other long and short-term debt

Subtotal, other long and short-term debt

Total

At Dec. 31,
2001

1,026,598

10
322,717

4,471,142

4,793,869

5,820,467

Due within
one year

10
17,819

2,763,790

2,781,619

2,781,619

Due in 1
to 5 years

304,898
1,361,062

1,665,960

1,665,960

Due in more
than five years

1,026,598

346,290

346,290

1,372,888

At Dec. 31,
2000

10
322,717

5,533,745

5,856,472

5,856,472

Subordinated debt
In September 2000, Compagnie Financiere Michelin obtained a USD 1,075 million line of credit from a pool of banks and
insurance companies.
Drawdowns may be made on the line of credit up until September 2005 and will be subordinate in ranking to all other lia-
bilities of the Group for repayment purposes. All drawdowns must be repaid in full by September 2012.
The USD 905 million facility provided by the banks was drawn down in October 2001.

The USD 170 million contingent facility provided by the insurance companies has the same characteristics as the bank
tranche, but drawdowns may be made only following the occurrence of certain events based on changes in average
European and American GDP. No drawdowns have been made on the contingent facility.

Net debt at December 31, 2001 breaks do.wn as follows (in thousands of euros):

- Subordinated debt
- Long and short-term debt

1,026,598
4,793,869

Sous-total

- Cash equivalents and other short-term investments
- Cash

Total

5,820,467

(176,389)
(762,625)

4,881,453
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Long and short-term debt breaks down as follows between fixed and floating rate debt and by currency, after taking into
account hedging instruments:

In thousands of euros

Currency Floating rate Fixed rate Average life of
fixed rate debt

Total long
and short-term debt by currency

Euros and euro-zone currencies
Swiss francs
Pounds sterling
Other non-euro-zone currencies

(541,565)
986,177
471,223
259,890

326,308
74,327

130
418

4.3
2.4
2.0
2.3

(215,257)
1,060,504

471,353
260,308

(4.4)
21.7

9.7
5.3

Total European currencies

U.S. dollars
Canadian dollars

Total dollar zone

Other currencies

Total

1,175,725

1,466,000
92,401

1,558,401

569,713

3,303,839

401,183

1,106,006
1,066

1,107,072

69,359

1,577,614

3.9

5.0
1.8

5.0

1.9

4.6

1,576,908

2,572,006
93,467

2,665,473

639,072

4,881,453

32.3

52.7
1.9

54.6

13.1

100.0

Hedging costs are charged directly to the income statement.

15. Off-balance sheet commitments In thousands of euros

Dec. 31, 2001 Dec. 31, 2000

Commitments given:

Guarantees given
Future minimum lease payments under non-cancelable operating leases
Discounted bills

114,651
586,346

6,471

93,100
618,298

7,037

Total 707,468 718,435

Commitments received:

Guarantees received 254,378 309,716
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Notes to the consolidated statement of income

The consolidated financial statements have been prepared
in accordance with French generally accepted accounting

principles, including standard CRC 99-02 published by the
Comite de la Reglementation Comptable dealing with con-
solidated financial statements.

16. Payroll costs and number of employees

Payroll costs
Average number of employees of fully-consolidated companies

2001

5,241,525
127,467

In thousands of euros

2000

5,136,598
128,122

17. Research and development costs (m thousands of euros)

Research and development costs for the last two years were as follows:
-2001: 701,902
-2000:645,307

18. Impairment charges

Net charges for impairment of:
- inventories
- receivables

2001

18,426
9,030

In thousands of euros

2000

(5,169)
11,971

Impairment charges related to inventories are included in "Purchases used in production" and charges related to receiv-
ables are included in "Other operating expenses" in the consolidated statement of income.

19. Interest income and expense

Interest income and expense
Exchange gains and losses
Amortization and net movements in allowances for impairment of financial assets

Total

Net exchange losses for 2001 result mainly from the fall in value of South American

20. Non-recurring income and expense

Restructuring costs
Net gains on disposals of fixed assets
Other non-recurring items

Total

2001

(278,462)
(31,043)
(11,274)

(320,779)

currencies.

2001

(339,959) W
363,130 ®
(52,077)

(28,906)

In thousands of euros

2000

(315,782)
(2,298)
3,692

(314,388)

In thousands of euros

2000

(67,349)
14,142

(22,637)

(75,844)

88

0) Restructuring costs break down as follows by geographic area:
-Europe (188,142)
- North America (122,960)
- Other (28,857)

(2) Net gains on disposals of fixed assets include a €375,373 thousand gain on disposal of Peugeot S.A. shares.



Michelin Group

21. Segment information

Business segments Passenger
cars and light trucks

Net property, plant and equipment
Sales
Operating income

Net property, plant and equipment
Sales
Operating income

2,751,813
7,686,396

584,214

2,977,194
7,982,179

711,110

Heavy trucks

1,283,906
4,092,712

557,965

1,341,047
3,915,259

342,976

Other businesses

2000

1,906,795 W
4,807,026

20,281

2001

2,091,610 ^
4,901,194

(13,915)

Inter-segment
eliminations

(1,190,561)

(1,024,024)

In thousands of euros

Total

5,942,514
15,395,573

1,162,460

6,409,851
15,774,608
1,040,171

(1) Including shared assets:
-2001: 921,511
-2000: 793,184

Geographical areas

Net property, plant and equipment
Sales

Net property, plant and equipment
Sales

Europe

2,940,748
7,309,519

3,139,481
7,446,968

North America Other
and Mexico

2,292,643
5,959,576

2,433,619
6,286,471

2000

709,123
2,126,478

2001

836,750
2,041,169

Total

5,942,514
15,395,573

6,409,851
15,774,608

22. Subsequent events
Impact of the devaluation of the Argentine peso:
The balance sheet and income statement of Michelin Argentina Sociedad Anonima have been translated based on an
exchange rate of ARS 1.65 = USD 1. The impact on the 2001 financial statements was a charge of €12,512 thousand.

23. Management compensation

Compagnie Generale des Etablissements Michelin is administered by Managing Partners ("Gerants") who are also general
partners ("assodes commandites") of the Company. As such, they are entitled to a share of the income distributed among
all the general partners in accordance with the provisions of the Company's bylaws. The Managing Partners do not receive
any compensation or other benefits from Compagnie Generale des Etablissements Michelin or any of its subsidiaries or
affiliates.
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Balance Sheet
at december 31, 2001

In euros

FIXED ASSETS

Intangible assets
Patents, licenses and other rights
Other intangible assets
Prepayments

Property and equipment
Land
Buildings
Other
Assets under construction
Prepayments

Investments (1)
Shares in subsidiaries and affiliates
Loans and advances to subsidiaries
and affiliates
Other equity interests
Loans
Other investments

(1)

CURRENT ASSETS

Accounts receivable

Cash equivalents
Own shares
Other marketable securities

Cash

ACCRUALS

Prepaid expenses (2)

(ID

Deferred charges (III)
Bond call premiums (IV)
Conversion losses (V)

TOTAL ASSETS
(1 + II + III + IV + V)

(1) o/w due in less than one year
(2) o/w due in more than one year

Cost

8,659,626.28
61,296.21

8,720,922.49

102,469.01
1,809,422.59

389,994.64

2,301,886.24

2,610,410,623.44

1,338,432,448.64
3,788,198.35

78,176.69
681.45

3,952,710,128.57

3,963,732,937.30

475,581,859.38

164,271,711.36
656.08

164,272,367.44

144,961.95

8,579.87

640,007,768.64

1,224,692.30

4,604,965,398.24

2001

Depreciation
amortization,

provisions

8,659,626.28
45,892.00

8,705,518.28

1,677,822.51
370,680.22

2,048,502.73

364,150,437.72

364,150,437.72

374,904,458.73

10,867,779.51
15.78

10,867,795.29

-

-

10,867,795.29

-

385,772,254.02

Net

15,404.21

15,404.21

102,469.01
131,600.08
19,314.42

253,383.51

2,246,260,185.72

1,338,432,448.64
3,788,198.35

78,176.69
681.45

3,588,559,690.85

3,588,828,478.57

475,581,859.38

153,403,931.85
640.30

153,404,572.15

144,961.95

8,579.87

629,139,973.35

1,224,692.30

4,219,193,144.22

880,096,430.48

2000

Net

16,687.89

16,687.89

102,469.01
159,005.70
39,909.25

301,383.96

2,245,798,435.87

1,334,791,620.25
3,788,198.35

78,176.69
681.45

3,584,457,112.61

3,584,775,184.46

184,401,762.76

148,559,171.25
640.30

148,559,811.55

119,705.26

39,050.67

333,120,330.24

1,520,949.68

3,919,416,464.38

748,076,390.37
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Compagnie Generale des Etablissements Michelin

Liabilities and shareholders' equity In euros

SHAREHOLDERS' EQUITY

Common stock
Paid-in capital in excess of par

Revaluation reserve

Other reserves

Retained earnings

Net income

Untaxed reserves

(0

PROVISIONS FOR CONTINGENCIES AND CHARGES

Provisions for contingencies

Provisions for charges

(II)

LIABILITIES (1)

Convertible bonds

Other bonds

Bank borrowings (2)

Other long and short-term debt (2)

Accrued taxes and payroll costs

Due to suppliers of fixed assets

Other liabilities

ACCRUALS

Deferred income (1)

(III)

Conversion gains (IV)

TOTAL LIABILITIES
AND SHAREHOLDERS' EQUITY (1 + II + III + IV)

(1) o/w due in more than one year

o/w due in less than one year

(2) o/w short-term bank loans and overdrafts

2001

269,431,746.00

1,609,475,573.81

530,990,252.63

802,517,019.16

45,587,019.80

452,871,105.91

61,597,677.21

3,772,470,394.52

—

-

10,119.94

322,612,452.32

32,416,561.26

7,043,658.52

84,637,545.60

446,720,337.64

2,412.06

446,722,749.70

4,219,193,144.22

304,900,446.06

747,822,303.64

2000

269,431,746.00

1,609,475,573.81

530,528,502.63

675,397,057.12

39,502,098.36

263,620,238.61

61,597,677.21

3,449,552,893.74

-

-

10,119.94

322,612,559.03

34,800,101.83

48,033,811.77

10,210.28

64,393,551.71

469,860,354.56

3,216.08

469,863,570.64

3,919,416,464.38

304,900,446.06

764,963,724.58
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Statement of income
for the year ended december 31, 2001

In euros

Operating revenue (1)
Royalties (including Export revenues: 308,990,761.44)
Other revenues

Total operating revenues

Operating expense (2)
External charges

Taxes other than on income

Wages and salaries

Payroll taxes

Depreciation and amortization:

• Fixed assets

• Deferred charges

Other expenses

Total operating expenses

OPERATING INCOME (1 -II) (1

Interest and other investment income
Dividends from subsidiaries and affiliates (3)
Interest income (3)
Reversals of allowances for impairment in value
Exchange gains
Net gains on sales of marketable securities

Total interest and other investment income

Interest and other investment expense
Charges to allowances for impairment in value

Interest expense (4)

Exchange losses

Net losses on sales of marketable securities

Total interest and other investment expense

NET INTEREST AND OTHER INVESTMENT INCOME (III

INCOME FROM ORDINARY ACTIVITIES (1 - II + III -

Non-recurring income
From revenue transactions

From capital transactions

Reversals of allowances

Total non-recurring income

Non-recurring expense
On revenue transactions
On capital transactions
Charges to allowances

Total non-recurring expenses

NET NON-RECURRING INCOME (V -

INCOME TAX

TOTAL REVENUES (1 + III

TOTAL EXPENSES (II + IV + VI +

NET INCOME

(1) o/w revenues relating to prior years
(2) o/w expenses relating to prior years
(3) o/w revenues from related party transactions
(4) o/w expenses arising from related party transactions

(1)

(II)
- I I )

(III)

(IV)

- IV)

-IV)

(V)

(VI)

-VI)

(VII)
+ V)
VII)

2001

364,240,518.88
149,649.82

364,390,168.70

253,306,946.14
1,998,531.22
1,110,087.78

435,795.99

1,868,860.06
-

16,105,309.39

274,825,530.58

89,564,638.12

388,989,800.76
31,203.36

9.01
143,991.74

17,777.40

389,182,782.27

2,253,809.40
22,466,848.18

340,022.30
703,526.58

25,764,206.46

363,418,575.81

452,983,213.93

384,446.96
9.16

-

384,456.12

75,298.61
5,780.53

-

81,079.14

303,376.98
415,485.00

753,957,407.09
301,086,301.18
452,871,105.91

_

-
388,479,030.53

2,022,392.00

2000

335,562,960.73
155,417.36

335,718,378.09

212,645,398.10
1,958,799.69
1,147,039.19

459,331.75

1,206,367.68
-

4,518,666.56

221,935,602.97

113,782,775.12

177,464,390.64
7,035,308.25
1,739,082.75

808,568.20
806,356.62

187,853,706.46

296,257.38
23,918,512.43

235,668.38
-

24,450,438.19

163,403,268.27

277,186,043.39

25,196.55
505.64

32,000,000.00

32,025,702.19

19,218,035.49
7,456.07

-

19,225,491.56

12,800,210.63
26,366,015.41

555,597,786.74

291,977,548.13
263,620,238.61

_

-
177,143,241.34

1,503,442.13
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Compagnie Generale des Etablissements Michelin

Notes to the financial statements

The Company's total assets at December 31, 2001 amounted to
€4,219,193,144.22.

Income statement totals for the year are as follows, in euros:

- Total revenues 753,957,407.09

- Total expenses 301,086,301.18

Net income for the year 452,871,105.91
The Company's financial year covers the 12 months from January 1

to December 31.

The following notes form an integral part of the financial state-
ments.

Significant events of the year

Significant events of the year are discussed in the Managing
Partners' report to the Annual Shareholders' Meeting to be called
to approve the 2001 financial statements.

Summary of significant
accounting policies

The financial statements for the year ended December 31, 2001
have been prepared in accordance with generally accepted
accounting principles. There were no changes of accounting
method in 2001 compared with prior years.
The main accounting policies applied by the Company are as fol-
lows:

a) Intangible assets
"Patents, licenses and other rights" correspond primarily to pur-
chased software. Purchased software is amortized over periods
ranging from 12 months to 3 years, depending on the material-
ity of the amounts involved.

"Other intangible assets" consist of vehicle parking rights, which
are amortized over 40 years in accordance with French tax rules.

b) Property and equipment
•Cost

Property and equipment are stated at historical cost or at val-
uation, in the case of assets held at the time of the 1976/1978
legal revaluation.

• Depreciation
Property and equipment are depreciated by the straight-line
method over the following estimated useful lives:
-Buildings: 30 years
- Equipment: 10 years, except for computer equipment which

is depreciated over five years.

c) Investments
Shares in subsidiaries and affiliates
• Cost: Shares in subsidiaries and affiliates are stated at histor-

ical cost or at valuation, in the case of assets held at the time
of the 1976/1978 legal revaluation.

• Net book value: shares in subsidiaries and affiliates are stat-
ed at the lower of cost and fair value. Fair value corresponds
to the Company's equity in the underlying net assets, except
in the following cases:

- the fair value of shares in Manufacture Franchise des
Pneumatiques Michelin is determined based on a range of val-
uation criteria,

- the fair value of shares in Pardevi SA is determined by includ-
ing unrealized gains on the securities held in this company's
portfolio, in accordance with the applicable accounting and
tax rules.

Other equity inrerest

Other equity interests correspond to shareholdings that the
Company intends to retain but which are not held for pur-
poses related directly to the Company's business.

Other equity interests are also stated at the lower of cost and
fair value.

d) Accounts receivable
Accounts receivable are stated at nominal value.

e) Paid-in capital in excess of par
This item corresponds to premiums on shares issued for cash
and on conversion of bonds.

f) Untaxed reserves
Substantially all amounts reported under this caption corre-
spond to reinvested capital gains set off against write downs of
securities in application of the former Article 40 of the General
Tax Code, which were reclassified under "untaxed amortiza-
tion" prior to the 1976/1978 legal revaluations.

g) Conversion of foreign currencies

Revenues and expenses in foreign currencies are converted at
the exchange rate ruling on the transaction date or at the hedg-
ing rate.

Receivables and payables in foreign currencies are converted at
the year-end exchange rate or at the hedging rate.

Contracts for the forward purchase or sale of foreign currencies
that are outstanding at the balance sheet date are recorded in
the balance sheet.

h) Deferred charges
Deferred charges correspond to debt issuance costs related to
the 1996 bond issue. These costs are being amortized over the
life of the bonds.
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Fixed assets, depreciation and amortization In euros

Intangible assets and property and equipment representing non-material amounts that are close to being fully depreciated
or amortized are not included in the following tables.

FIXED ASSETS

Intangible assets
Property and equipment

Cost at
January 1,

2001

6,896,395
2,361,398

9,257,793

Additions,
accrued interest

for the year

1,824,527
820

1,825,347

Disposals,
decreases in

accrued interest

60,332

60,332

Cost at
December 31,

2001

8,720,922
2,301,886

11,022,808

Investments

Shares in subsidiaries and affiliates 2,610,410,633
Loans and advances to subsidiaries and affiliates 1,334,791,620
Other equity interests 3,788,198
Loans 78,177
Other investments 681

439,865,485 436,224,656
2,610,410,624
1,338,432,449

3,788,198
78,177

681

Total

DEPRECIATION AND AMORTIZATION

Intangible assets
Property and equipment

Deferred charges

Total

3,949,069,309

3,958,327,102

At January 1,
2001

6,879,707
2,060,014

8,939,721

1,441,624

10,381,345

439,865,485

441,690,832

Increases

1,825,811
43,049

1,868,860

296,257

2,165,117

436,224,665

436,284,997

Decreases

54,560

54,560

54,560

3,952,710,129

3,963,732,937

At december 31,
2001

8,705,518
2,048,503

10,754,021

1,737,881

12,491,902
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Compagnie Generale des Etablissements Michelin

Allowances and provisions In euros

At January 1,
2001

Increases Decreases At December 31,
2001

Untaxed reserves

Provisions for contingencies and charges:
Provisions for contingencies
Provisions for charges

61,597,677

Including movements charged/credited to:
- Operating expense/income
- Investment and other expense/income
- Non-recurring expense/income
- Revaluation reserve

1,957,552

(1) Movements in allowances for impairment in value can be analyzed as follows (in euros):
- Increases: Accounts receivable

Own shares 1,957,552
-Decreases: Other marketable securities 461,759

61,597,677

Allowances for impairment in value (1)

Total

-

373,522,440

435,120,117

-

1,957,552

1,957,552

-

461,759

461,759

-

375,018,233

436,615,910

9

461,750

Items relating to several balance sheet items In euros

Transactions involving

related companies other entities in which
the Company holds
an equity interest

Payables
or receivables
represented

by trade notes

Shares in subsidiaries and affiliates (net book value)
Loans and advances to subsidiaries and affiliates
Other equity interests
Other receivables
Other long and short-term debt
Other liabilities

2,246,260,185
1,338,432,449

398,590,043
32,416,561
83,606,483

1

3,788,198

2001 Annual Report 97



Maturities of loans and receivables,
payables and long and short-term debt In euros

LOANS AND RECEIVABLES Total Due within one year Due in more
than one year

Fixed assets

Loans and advances to subsidiaries and affiliates
Loans
Other investments

Convertible bonds
Other bonds
Bank borrowings
Other long and short-term debt
Accrued taxes and payroll costs
Due to suppliers of fixed assets
Other liabilities

1,338,432,449
78,177

681

880,018,254
78,177

10,120
322,612,452

32,416,561
7,043,659

84,637,546

10,120
17,714,418

32,416,561
7,043,659

84,637,546

458,414,195

681

Current assets

Other receivables

Total

PAYABLES AND LONG
AND SHORT-TERM DEBT

475,581,859

1,814,093,166

Total Due within
one year

437,688,106

1,317,784,537

Due in one
to five years

37,893,753

496,308,629

Due in more
than five years

304,898,034 (1)

Total 446,720,338 141,822,304 304,898,034

(1) 1996 6.7% bonds due February 79, 2006 at par.

Accrued charges

ACCRUED CHARGES INCLUDED IN THE FOLLOWING BALANCE SHEET CAPTIONS:

Other bonds
Bank borrowings
Other long and short-term debt
Accrued taxes and payroll costs
Other liabilities

Total

17,704,209

288,548
255,868
992,632

19,241,257
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Compagnie Generate des Etablissements Michelin

Prepaid expenses and
deferred income In euros

Prepaid expenses correspond exclusively to operating
expenses.

Prepaid expenses at December 31, 2001 8,580

Revaluation reserve

Operating revenue In euros

Revenue for the year, consisting entirely of royalties, totaled
€364,240,519. This amount breaks down as follows:

- France 55,249,757

- Outside France 308,990,762

364,240,519
In euros

Revaluation reserve at December 31, 2001

530,990,253

o/w 32,091 related to land

530,958,162 related to shares in subsidiaries and
affiliates.

Reserves In euros

Reserves at December 31, 2001 break down as follows:

- Legal reserve corresponding in full to long-term capital gains
taxed at the reduced rate 26,943,175

- Special long-term capital gains reserve 758,953,261
- Other reserves 16,620,583

802,517,019

Common stock

Number of shares Par value

1. Common stock
at January 1, 2001 134,715,873

2. Common stock issued
during the year

3. Common stock canceled
during the year

4. Common stock
at December 31, 2001 134,715,873

€2

€2

There were no changes in capital during the year.

Income tax

Income tax for 2001 amounted to €415,485.

Market risks

a) Interest rate and currency risks

-Interest rates on loans to and from subsidiaries are
determined in accordance with the Group's interest
rate management policy. The Company is not exposed
to any currency risk on these loans and borrowings.

-At December 31, 2001, the Company had receivables
with a net book value of €80 million corresponding
to royalties billed to subsidiaries. These receivables,
which are denominated in the Group's main trading
currencies, have been converted into euros at the year-
end exchange rate or at the hedging rate.

b) Equity risk

The Company holds:

-Shares in subsidiaries and affiliates and other equity
interests are valued taking into account their fair value
to the Company and their probable realizable value.

-The net book value of marketable securities carried on
the balance sheet - €153 million - is equal to their
market value.
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Management compensation

The Company is administered by Managing Partners
("Gerants") who are also general partners ("assoc/es com-
mandites") of the Company. As such, they are entitled to
a share of the income distributed among all the general
partners in accordance with the provisions of the
Company's bylaws. The Managing Partners do not receive
any compensation or other benefits.

Average number of
employees

Employees Employees
on the Company's seconded to the

payroll Company

Management 7
Supervisory/technical staff
Administrative employees 26
Service employees - 1

33 1

Post-retirement benefit
obligations

Unrecognized deferred tax
assets and liabilities

Description of temporary differences

Unrecognized deferred tax liabilities

In euros

Untaxed reserves

Unrecognized deferred tax liabilities

- Reduced tax rate (19%)
- 3% surtax
- 3.3 % surtax

Total

Unrecognized deferred tax assets

Non-deductible provisions and allowances
- Provisions for contingencies and charges
- Allowances for impairment in value

Other
Evergreen tax losses
Ordinary tax losses
Long-term capital losses taxed at reduced rate

Unrecognized deferred tax assets

- Reduced tax rate (19%)
- 3 % surtax
- 3.3 % surtax

1,989,453

377,996
11,340
12,474

401,810

-
-

612,398
-
-
-

116,356
3,491
3,840

Total 123,687

The Company is liable for the payment of long-service
awards to employees on retirement, in accordance with the
terms of the applicable collective bargaining agreement.
The discounted present value of the related obligation at
December 31, 2001 was €0.7 million. No provision has
been recorded for this amount.
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Compagnie Generate des Etablissements Michelin

p o r t f o l i o at december 31, 2001 In euros

Number of shares Realizable value

Shares in subsidiaries and affiliates and other equity interests

with a realizable value in excess of €152,449:

Compagnie Financiere Michelin 12,252,920 shares 1,502,100,738.75

Manufacture Frangaise des Pneumatiques Michelin 3,199,580 shares 555,934,412.35

Participation et Developpement Industriels S.A. "Pardevi" 1,199,986 shares 144,367,415.05

Societe de Technologie Michelin 99,994 shares 15,243,987.03

Spika S.A. 199,986 shares 25,914,518.79

Siparex Croissance 121,987 shares 1,909,893.66

Siparex Associes 115,152 shares 1,542,911.97

Societe Financiere d'lnnovation du Sud-Est "Sudinnova" 21,786 shares 335,392.72

Societe d'Exportation Michelin 20,000 shares 2,699,113.14

Other shares in subsidiaries and affiliates (total) 0 61

Marketable securities

Own shares

Marketable securities:

4,140,457 shares 153,403,931.85

640.30
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List of subsidiaries and affiliates In euros

Subsidiaries and affiliates Common stock (1) Retained
earnings (1)

Percent interest Book value
of snares

Cost Net

A - Detail information about subsidiaries and affiliates

(carrying value in excess of 1% of the Company's capital stock):

1 - Subsidiaries (over 50%-owned)

Societe d'Exportation Michelin
Place des Carmes-Dechaux,
63000 Clermont-Ferrand - France

Participation et Developpement
Industriels S.A. "Pardevi"
23, rue Breschet,
63000 Clermont-Ferrand - France

160,000
euros

18,000,000
euros

1,911,371
euros

- 169,844,565
euros

100 4,182,057 2,699,113

99.99 159,727,854 144,367,415

Compagnie Financiere Michelin
Route Louis-Braille 10 et 12,
1763 Granges-Paccot - Switzerland

Societe de Technologie Michelin
23, rue Breschet,
63000 Clermont-Ferrand - France

Spika S.A.
23, rue Breschet,
63000 Clermont-Ferrand - France

1,404,831,200
Swiss francs

15,200,000
euros

3,000,000
euros

2,706,231,118
Swiss francs

2,851,807
euros

31,528,588
euros

91.67

99.99

99.99

1,502,100,739

15,243,987

25,914,519

1,502,100,739

15,243,987

25,914,519

2 - Affiliates (10% to 50%-owned)

Manufacture Francaise
des Pneumatiques Michelin
Place des Carmes-Dechaux,
63000 Clermont-Ferrand - France

304,000,000
euros

721,628,972
euros

39.99 902,534,145 555,934,412

B - Aggregate information about other subsidiaries and affiliates

1 - Subsidiaries not listed under A:
- French companies
- Foreign companies

2 - Affliates not listed under A:
- French companies

615,652

433

- Foreign companies 91,238

(1) In local currency.
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Compagnie Generate des Etablissements Michelin

In euros

Outstanding
loans and
advances

Guaranteed
given by

the Company

Last published
net sales

Last published
net income

Dividends received
by the Company
during the year

5,150,568 B 698,532

B 287,240,517 203,397,627

B 219,413,891 117,745,580

148,010,324 B 2,445,240 1,599,904

60,140,913 B 1,664,349

667,906,118 4,009,509,689 P 275,932,212
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Statement of changes in Shareholders' equity

(Before appropriation of net income. Company only)

In euros

2000

Net income for the year (in thousands of euros and euros per share)

Net income

Total net income 263,620

Earnings per share 1.96

Recommended dividend

Total 107,772

Per share 0.80

Statement of changes in shareholders' equity (in thousands of euros)

A) 1 - Shareholders' equity at December 31, 2000

2 - 2000 dividend

3 - Shareholders' equity at January 1, 2001

B) Capital contributions credited to opening shareholders' equity:

1 - Increase in common stock

2 - Increase in other items

C) Shareholders' equity at January 1, 2001 including capital contributions (A3 + B)

D) Movements for the year

1 - Increase in common stock

2 - Increase in paid-in capital in excess of par

3 - Increase in revaluation reserve

4 - Change in other reserves

5 - Change in untaxed reserves

6 - Increase in retained earnings

7 - Net income for the year

E) Shareholders' equity at December 31, 2001 before dividends (C + D)

F) Change in shareholders' equity (E - C)

G) o/w: changes due to structural changes

H) Change in shareholders' equity excluding effect of structural changes (F - G)

Notes:

D3: - Amounts transferred to the revaluation reserve during the year

D6: - Dividends on own shares credited to retained earnings

2001

452,871

3.36

114,508

0.85

3,449,553

133,526

3,316,027

3,316,027

462

3,110

452,871

3,772,470

456,443

-

456,443

462

3,110

104



Compagnie Generale des Etablissements Michelin

Appropriation of 2001 net income

Amounts to be appropriated

Retained earnings brought forward from prior year 45,587,019.80

Net income 452,871,105.91

Recommended appropriations

Legal reserve

Special long-term

Dividend

Income attributed

Tax on distributed

Other reserves

capital gains reserve

to the General Partners

earnings

in accordance with the bylaws

315,163,220.11

114,508,492.05

3,139,441.47

22,134,174.00

-

Retained earnings 43,512,798.08

Total 498,458,125.71 498,458,125.71
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Five-year financial summary In euros

I - Capital at year-end

a) Common stock

B) Number of common
shares outstanding

c) Number of non-voting preferred
shares outstanding

d) Maximum number
of shares to be created

II - Results of operations
a) Net revenues

b) Income before tax,
depreciation, amortization
and provision expense

c) Income tax

d) Employee profit-sharing

e) Net income

III - Per share data
a) Earnings per share before tax,

after depreciation, amortization
and provision expense

b) Earnings per share

c) Dividend per share
- Series A capital shares
- Series A beneficial-ownership

shares and Series B shares
- Common shares

IV - Employee data
a) Average number of employees

b) Total payroll

c) Total benefits

1997

250,430,381

136,892,968

-

-

84,605,104.22

128,682,124.31

26,404,610.82

-

192,361,544.60

0.75

1.41

0.59

0.58
-

32

1,258,445.54

482,490.79

1998

251,935,794

137,715,873

-

-

272,554,108.48

138,095,222.66

49,697,914.19

-

254,410,770.22

0.64

1.85

0.66

0.64
-

33

1,299,028.20

501,794.58

1999

269,431,746

134,715,873

-

-

296,709,451.18

252,473,518.63

32,037,388.53

-

247,399,260.17

1.64

1.84

-

-
0.71

32

1,136,874.59

444,061.94

2000

269,431,746

134,715,873

-

-

335,562,960.73

257,749,796.33

26,366,015.41

-

263,620,238.61

1.72

1.96

-

-
0.80

33

1,147,039.19

459,331.75

2001

269,431,746

134,715,873

-

-

364,240,518.88

457,409,251.36

415,485.00

-

452,871,105.91

3.39

3.36

-

-
0.85

33

1,110,087.78

435,795.99
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Compagnie Generate des Etablissements Michelin

Statutory Auditors' general Report
on the annual Financial Statements
Year ended December 31, 2001

To the Shareholders,

In accordance with the terms of our appointment at the
Annual Shareholders' Meeting, we hereby submit our
report for the year ended December 31, 2001, on:

- our examination of the financial statements of Compagnie
Generale des Etablissements Michelin, presented in euro, as
attached to this report,

- the specific procedures and information required by law.

These financial statements have been approved by the
Managing Partners. Our responsibility is to express an opin-
ion on these financial statements based on our audit.

1. Opinion on the financial statements

We conducted our audit in accordance with professional
standards applied in France. Those standards require that
we plan and perform our audit to obtain reasonable assur-
ance that the financial statements are free from material
misstatement.

An audit includes examining, on a test basis, evidence sup-
porting the amounts and disclosures in the financial state-
ments. An audit also includes assessing the accounting

principles used and significant estimates made in the prepa-
ration of the financial statements, as well as evaluating the
overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements present fairly, in all
material respects the assets and liabilities and financial posi-
tion of the Company at December 31, 2001 and the results
of operations for the year then ended.

2. Specific procedures and information

We have also performed the specific procedures required
by law, in accordance with professional standards applied
in France.

We are satisfied that the information given in the Managing
Partners' Report and the documents sent to shareholders
on the financial position and financial statements is fairly
stated and agrees with those financial statements.

As required by law, we have also verified that details of the
identity of shareholders are disclosed in the Managing
Partners' Report.

Paris, March 5, 2002

Dominique PAUL Stephane MARIE

Statutory Auditors

Members of the Compagnie Regionale de Paris
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Statutory Auditors' special Report
on Regulated Agreements
Year ended December 31, 2001

To the Shareholders,

In our capacity as Statutory Auditors of your Company, we
are required to report to shareholders on agreements
involving directors that have been disclosed to us by the
Company's management. Our responsibility does not
include identifying any undisclosed agreements.

We have not been informed of any agreements governed
by article L.226-10 of the Commercial Code.

Paris, March 5, 2002

Dominique PAUL Stephane MARIE

Statutory Auditors
Members of the Compagnie Regionale de Paris
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Jacques-Henri Thonier

12, cours Sablon
63000 Clermont-Ferrand - France

Tel: +33(0)4 73 98 59 00
Fax: +33 (0)4 73 98 59 04

Toll-free calls in France
0 800 000 222

www.michelin.com

www.michelinsport.com
www.michelinf 1 .com
www.ViaMichelin.com
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Eric Le Corre
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63040 Clermont-Ferrand Cedex 9 - France

Tel : +33(0)4 73 32 77 92
+ 33 (0)1 45 66 10 04

Fax: +33(0)4 73 32 27 16
+ 33(0)1 45 66 13 19

e-mail: investor-relations@fr.michelin.com

Detailed data concerning the world tire
market is available on Internet:
www.michelin.com.
The 2001 Fact book is also available
on request on CD-Rom. Simply contact
the Investor Relations Department.

23, place des Carmes-Dechaux
63040 Clermont-Ferrand Cedex 9 - France

Tel. :+33 (0)4 73 32 24 54
Fax :+33 (0)4 73 32 73 92
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RHROII, OHIO

AKRON, OHIO, DECEMBER 17, 1954 — Goodrich-Gulf Chemicals, Inc., a company owned

half by The B. F. Goodrich Company and half by Gulf Oil Corporation, has agreed to

purchase two Government-owned synthetic rubber facilities in Port Neches, Texas, it

was announced today by W. S. Richardson, president of Goodrich-Gulf Chemicals, Inc.

Mr. Richardson is also president of The B. F. Goodrich Company.

Agreement to purchase Plancor 983, a 90,000 long ton GR-S copolymer plant, now

operated by B. F. Goodrich Chemical Company, and an undivided half interest in

Plancor 933, a 197,000 short ton butadiene plant, presently operated for the Govern-

ment by Neches Butane Products Corporation, both in Port Neches, was reached in

Washington, D.C0 Friday by officials of Goodrich-Gulf Chemicals, Inc., and the Rubber

Producing Facilities Disposal Commission.

The Texas Company and the United States Rubber Company, it is understood, have

also agreed to purchase an undivided half interest in the butadiene plant sharing

power and other central plant service facilities with Goodrich-Gulf Chemicals, Inc.

Butadiene, derived from petroleum, is a major raw material required for the

manufacture of GR-S, the Government's general purpose American rubber.

Under the terms of Rubber Producing Facilities Disposal Act of 1953, enacted

by the 83rd Congress, the Disposal Commission has 30 days, or not later than

January 31, 1955, to submit a report to Congress on these and other proposals to

purchase the rubber-making facilities.

By the end of January? 1955 the Disposal Commission must submit its contract

recommendations? along with those of the Attorney General, for Congressional review.

Contracts neither vetoed nor withdrawn within 60 days, become effective,

provided they include sale of enough facilities to produce at least 500,000 long

S-IJ9 LITHO. IN U S . A .
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tons of GR-S synthetic rubber annually, and 43,000 long tons of butyl rubber.

drich built for the Government, the two copolymer plants at Port

Neches now having a total rated capacity of 180,000 tons, and has operated one of

the two plants continuously since 1943. Butadiene for these plants cones by pipe-

line from Plancor 933 a few hundred feet away. Gulf, Texas, Pure Oil, Atlantic

and Magnolia Oil companies were the original constituent companies in Neches Butane

Products Company.

- o -
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From
PUBLIC RELATIONS

Goodrich - Guff
Chemicals, Inc.

FOR RELEASE: MONDAY,
JUNE 26, 1967_____

Contact: Cleveland. Lane
216/861-3500

BACKGROUND INFORMATION

AMERIPOL CB RUBBERS

Ameripol CB hkl. is produced in a special process developed by Goodrich-

Gulf, one of the nation's leading producers of synthetic rubber. It is a.

high-Mooney viscosity, cis-polybutadiene rubber extended with 37.5 parts of

highly aromatic oil,, Repeated tests have shown that this polymer produces

tread wear results equal to non-oil extended cis-polybutadienes at a lower

compounding cost,,

The physical properties of Ameripol CB UUl are equal to or surpass

most of those of natural rubber and it can be used as a direct replacement

for natural rubber in many applications„

It has a higher abrasion resistance than natural rubber. Its rebound,

or resilience, is also higher and, related to this, its resistance to

hysteresis heat build-up is equal to or better than most natural rubber

compounds. These properties are important in suchJaeavy-duty applications

as truck tires, conveyor belt covers, power transmission belting, hose

covers and chute liners»

Ameripol CB M-f-l's low hysteresis heat build-up and good flex properties

are also important in other applications, such as vibration dampers or shock

absorbers. It will retain most of its good physical properties, such as

flexibility, at temperatures far below those at which other rubbers become

brittle, an important factor in military and aircraft applications. Its

resistance to aging and oxidation is also superior to natural rubber.

(MORE)
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Ameripol CB 1+1+1 has been tested in a wide variety of applications and more

than seven million miles of tire tests have been run to date. In blends of

Ameripol CB 10+1 with SBR (styrene-butadiene rubber) in passenger tire treads,

wear was 25 to 65 percent better than control tires.

Goodrich-Gulf has recently started production of a new cis-polybutadiene

called Ameripol CB Micro-Black in which carbon black and oil are incorporated

while the rubber is in solution during the rubber-making process.

The properties of Ameripol CB Micro-Black are similar to Ameripol CB 1+1+1.

However, Ameripol CB Micro-Black allows the processor to eliminate in-plant

storage and handling of carbon black, eliminate time-consuming weighing and

. . , . „/. Am-n-rnve the dispersion of carbon black in the rubber,mixing operations and improve ouc u. v

The use of Ameripol CB Micro-Black will improve abrasion resistance,

low-temperature resistance, resilience, resistance to aging and reversion.

It also has low water absorption characteristics.

Ameripol CB Micro-Black is designed primarily for use in the treads of

, i-nr-ir tires and for the production of tread rubber, ornew passenger and truck T;ii«& <*""• ^

camelback, for retreading tires.

Potential non-tire uses includes belting, molded goods and other

industrial products.

In addition to Ameripol CB UUl and Ameripol CB Micro-Black, Goodrich-Gulf

also produces several other types of cis-polybutadtenes, including Ameripol

CB 220 (a non-oil polymer) and CB 1202 (a high-purity type for reinforcing

polystyrene plastic).

-30-



SYNPOL INC

Port Neches, Texas

PROCESS DESCRIPTION

INC produces two basic synthetic rubbers. Styrene-Butadiene Rubber, SBR,
CQpolymer of styrene and butadiene, is the general purpose rubber introduced
GR-S during World War II and later developed into a wide range of products

hich now serve the rubber industry for the manufacture of a variety of articles
fro"1 automobile tires to bowling balls. Emu Is ion-Butadiene Rubber, E-BR, is a
evNPOL development and, as the name implies, is a polymer of butadiene. Although
• t can be used in many of the products in which SBR is used, E-BR is particularly
ttractive in tire tread application, where it has unusual traction properties.
The two products are made in the same manner, BO that a single process description
applies to both.

The manufacturing process consists of three basic steps. First, butadiene and
styrene are polymerized in the "polymerization unit", which consists of four groups
f twelve reactors connected in series, each group called a reactor train. Second,

unreacted monomers are recovered in the "recovery unit". Finally, the solid
lymer ̂ s separated from latex and dried in the "process unit".

Butadiene and styrene are the chief raw materials from which SBR and E-BR are
made. However, there are many other critical chemicals involved in the process
and these raw materials undergo extensive quality control testing before entering . .
the process. Incoming hydrocarbons, for example, are analyzed by gas chromato-
eraphy to determine their "purity" and to detect the presence of small quantities
Of impurities which may inhibit polymerization. The other materials, soaps,
activator materials, modifiers, and oxidant, are carefully analyzed in the laboratory
and are tested for polymerization performance in actual polymerization recipes on
a laboratory scalei _ '

jn the first step of the process, the hydrocarbon monomers (butadiene and styrene)
are mixed with the various other components in the polymerization unit. These
components and their functions are: modifier (tertiary mercaptan) for regulation
of polymer chain length; soap solution (a 50:SO blend of the soaps of fatty acids
and rosin acids) to emulsify the hydrocarbons into micelles, i.e., fine droplets
covered by a layer of ionized soap molecules; deionized water to form the aqueous
phase for micelle formation; an oxidant or initiator (an organic peroxide) to
provide free radicals to initiate and sustain the polymerization; and an activator
to activate the oxidant.

The combined charge stream mixture, consisting of all of these ingredients in
carefully controlled proportions, passes through a mixing pump to homogenize the
mixture and then into the first vessel of the reactor train where polymerization
begins. From this point on the mixture is called "latex". Charge rate is
adjusted so that residence time in the reactor train is approximately eight hours,
the time required to reach the desired conversion. During polymerization, gamma
gauges monitor the latex stream to insure close control of monomer conversion.



PROCESS DESCRIPTION
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When polymerization reaches 58% conversion, which along with proper modifier charge
produces' the desired polymer chain length, a shortstop solution (strong reducing
agent) is injected into the latex to destroy the free radicals and any residual
organic peroxide. This prevents any further polymerization as the latex is
processed. Since only 58% of the initial hydrocarbon charged is converted to
rubber, the remaining 42% must be recovered and re-used. The recovery of the
hydrocarbons is accomplished in the recovery unit in two steps. The latex goes
first to a series of twcL.flash tanks where the unreacted butadiene is rapidly
vaporized under vacuum. It then goes to a stripping tower where the unreacted
styrene is steam distilled under vacuum. Both the butadiene and the styrene are
collected and re-used.

The stripped latex is pumped to large intermediate storage vessels and then to
smaller blending tanks in the process unit where antioxidant and oil emulsion
are added. The antioxidant protects the finished product from oxygen attack
during storage. The "processing" oil softens the polymer so that the finished
product may be easily compounded in conventional compounding recipes.

The rubber is removed from the latex in the coagulation step. A stream of
concentrated brine is injected into the latex and then weak sulfuric acid is
added at the coagulation pump. The pump discharges into an agitated tank where
the coagulation is completed. The resulting slurry of rubber crumb in aqueous
serum passes into a larger agitated tank called the soap conversion tank and then
to a vibrating screen filter to separate the crumb from the serum. The crumb is
water-washed in a leach tank and is sent to a dewatering device which removes
most of the water from the crumb. A three-pass steam heated dryer then completes
the drying process.

The dried crumb is pressed into 80-pound bales which are conveyed through a metal
detector to a wrapping machine where they are sealed in polyethylene film.
Finally, the bales are packed in twenty-six hundred pound cardboard cartons for
shipment.

Several different polymer types are produced in this same basic process. By
varying the butadiene-styrene ratio, kind of soap, antioxidant, or extender oil
specific products can be "tailor-made" for use in the manufacture of a wide
variety of rubber articles. Automobile tires, sponge rubber carpet cushion, shoe
soles, rubber cement, steering wheels and bowling balls are just a few examples.

Rigid controls are necessary to produce the desired properties of each polymer
type. Thus, in addition to the testing of raw materials mentioned earlier,
numerous in-process analyses are performed to guarantee that the product will
meet certain definite specifications. Finally, the finished product is thoroughly
tested before being released for shipment.

REM/js
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12 of 12 DOCUMENTS

UNDERGROUND/ABOVEGROUND STORAGE TANKS (USTAST)
Copyright 2002 VISTA Information Solutions, Inc.

*** Information Extracted from VISTA database on 02-20-2002 ***

BF GOODRICH - AMERIPOL SBR DIV

1215 MAIN ST

PORT NECHES, TX 77651

Site ID: 0032278

VISTA ID: 3669047

Facility ID #: 0032278
Facility Name: BF GOODRICH - AMERIPOL SBR DIV
Facility Address: 1215 MAIN ST, PORT NECHES, TX, 77651

TNRCC Region #: 10
Date Registration Rcvd: 05/08/86
Total Underground Tanks: 0006
Total Aboveground Tanks: 0000
Facility Manager/Title: WADE RICHARDS
Facility Manager Phone #: 4097248825

TNRCC Customer #: 15279
Owner Name: AMERIPOL SYNPOL COMPANY, PO BOX 667, PORT NECHES, TX, 77651
Owner Phone #: 4097224301
Owner Type: PRIVATE OR CORPORATE

Tank ID #: 1
Unit ID #: 00084756
Tank Capacity (G): 0004000
Tank Status: PERM. FILLED IN PLACE
Tank Status Date: 12/30/88
Tank Installation Date: 01/01/61
Tank Registration Date: 05/08/86
Tank Material: STEEL
Piping Material: STEEL
Tank Corrosion Protection Variance: NO VARIANCE
Piping Corrosion Protection (Other): NONE
Piping Corrosion Protection Variance: NO VARIANCE
Stage 1 Vapor Recovery Equipment: NO VARIANCE
Stage 2 Vapor Recovery Equipment: NO VARIANCE

Tank ID #: 2
Unit ID #: 00084757
Tank Capacity (G): 0002000
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Tank Status: PERM. FILLED IN PLACE
Tank Status Date: 12/30/88
Tank Registration Date: 05/08/86
Tank Material: STEEL
Piping Material: STEEL
Tank Corrosion Protection (Other): NONE
Tank Corrosion Protection Variance: NO VARIANCE
Piping Corrosion Protection (Other): NONE
Piping Corrosion Protection Variance: NO VARIANCE
Stage 1 Vapor Recovery Equipment: NO VARIANCE
Stage 2 Vapor Recovery Equipment: NO VARIANCE

Tank ID #: 5
Unit ID #: 00084758
Tank Capacity (G): 0005300
Tank Status: PERM. FILLED IN PLACE
Tank Status Date: 01/30/74
Tank Registration Date: 05/08/86
Tank Material: STEEL
Piping Material: STEEL
Tank Corrosion Protection (Other): NONE
Tank Corrosion Protection Variance: NO VARIANCE
Piping Corrosion Protection (Other): NONE
Piping Corrosion Protection Variance: NO VARIANCE
Stage 1 Vapor Recovery Equipment: NO VARIANCE
Stage 2 Vapor Recovery Equipment: NO VARIANCE

Tank ID #: 6
Unit ID #: 00084759
Tank Capacity (G): 0001300
Tank Status: PERM. FILLED IN PLACE
Tank Status Date: 01/30/74
Tank Registration Date: 05/08/86
Tank Material: STEEL
Piping Material: STEEL
Tank Corrosion Protection (Other): NONE
Tank Corrosion Protection Variance: NO VARIANCE
Piping Corrosion Protection (Other): NONE
Piping Corrosion Protection Variance: NO VARIANCE
Stage 1 Vapor Recovery Equipment: NO VARIANCE
Stage 2 Vapor Recovery Equipment: NO VARIANCE

Tank ID #: 3
Unit ID #: 00084760
Tank Capacity (G): 0001000
Tank Status: PERM. FILLED IN PLACE
Tank Status Date: 12/30/88
Tank Registration Date: 05/08/86
Tank Material: STEEL
Piping Material: STEEL
Tank Corrosion Protection (Other): NONE
Tank Corrosion Protection Variance: NO VARIANCE
Piping Corrosion Protection (Other): NONE
Piping Corrosion Protection Variance: NO VARIANCE
Stage 1 Vapor Recovery Equipment: NO VARIANCE
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Stage 2 Vapor Recovery Equipment: NO VARIANCE

Tank ID #: 4
Unit ID #: 00084761
Tank Capacity (G): 0002000
Tank Status: PERM. FILLED IN PLACE
Tank Status Date: 12/30/88
Tank Registration Date: 05/08/86
Tank Material: STEEL
Piping Material: STEEL
Tank Corrosion Protection (Other): NONE
Tank Corrosion Protection Variance: NO VARIANCE
Piping Corrosion Protection (Other): NONE
Piping Corrosion Protection Variance: NO VARIANCE
Stage 1 Vapor Recovery Equipment: NO VARIANCE
Stage 2 Vapor Recovery Equipment: NO VARIANCE

Tank Contents: GASOLINE
Tank Release Detection (Other): NONE

Tank Contents: GASOLINE
Tank Release Detection (Other): NONE

Tank Contents: USED OIL
Tank Release Detection (Other): NONE

Tank Contents (Other): EMPTY
Tank Release Detection (Other): NONE

Tank Contents: GASOLINE
Tank Release Detection (Other): NONE

Tank Contents: KEROSENE
Tank Release Detection (Other): NONE





PART A
QUESTION NO. 7



ASSET PURCHASE AGREEMENT
BETWEEN

THE UNIROYAL GOODRICH TIRE COMPANY
AND

AMERIPOL SYNPOL CORPORATION,
______DATED DECEMBER 17. 1992______

SCHEDULE 3.1 (i)

Permits; Compliance with Law

Tvj_st of Permits:

Water

NPDES (U.S. EPA) - Permit No. TX0087602
Plant Site Stormwater
(30-day advance transfer application
pending.)

Texas Water Commission - Permit No. 02487
Plant Site Stormwater
(30-day advance transfer application
pending; Form TWC-0095 to be filed post
closing.)

Texas Water Commission - Permit No. 03333
Common Landfill Site Stormwater
(30-day advance transfer application
pending; Form TWC 0095 to be filed post
closing.)

NPDES (U.S. EPA) - Common Landfill Site Stormwater
Submitted application on 9/28/92;
supplemented 11/23/92.
(Name change notice to be given post-
closing. )

Joint Wastewater Treatment Plant (Texaco is permittee):
NPDES (U.S. EPA) - Permit No. TX0005070

(No transfer or notice required.)

Texas Water Commission - Permit No. 00511
(No transfer required. Notice to be
given post-closing.)



Solid Waste

Texas Water Commission -

City of Port Neches

Permit No. SW39062
Common Landfill Solid Waste Disposal
Class II & III wastes.
(30-day advance transfer application
pending.)

- Excavation Permit
(Re-appear before Zoning Commission)

Registrations (generator identification number):
Texas Water Commission - Registration No. 30144
U.S. EPA - ID No. TXD059333443

(Name change notice to be given post-closing - no transfer
required.)

Air

Texas Air Control Board -Permit No. C-9908
Dryer Replacement for E, C & I Dryers
(amendment submitted 10/27/92 for A, B,
M & N dryer replacement)
(Notice to be given post-closing, no
transfer required.)

Texas Air Control Board -Permit No. R-4132A
River Dock Flare
(Transfer application to be filed within
30 days after closing.)

Texas Air Control Board -Permit No. C-9351
Permit Exemption for S & T Dryer
Replacement
(Transfer application to be filed within
30 days after closing.)

Texas Air Control Board Permit Exemptions:
(No transfer or notice required.)
11D" Dryer
"F" Dryer
"G" Dryer
"H" Dryer
"K" & "L" Dryers
up" & tiRH Dryers
"S" & "T" Dryers

X-1481
X-15069
X-561
Verbal approval
X-16456
C-9100
C-9351



Radiation

Texas Dept. of Health

Texas Dept. of Health

Radio License

License No. L00077
(No transfer required. Post-closing
notice should be given.)

General License, no number
(No transfer or notice required.)

Federal Communication Commissions:
(Transfer application to be submitted post-closing.)

FCC File No. 8607044880
FCC File No. 8607044827
FCC File No. 205528-PF-076
FCC File No. 15864-IX-67
FCC File No. 9234-IX-14

None

April 18, 1992 notice from Texas Air Control Board setting forth
25 incidents of exceedence of the 200 ppm styrene limit in waste
water imposed by TACB Agreed Board Order No. 90-09A.

July 10, 1991 notice from Texas Air Control Board regarding
alleged violations of the Texas General Nuisance Odor Regulation
No. 101.3 and TACB Agreed Board Order No. 90-09A with respect to
styrene odors in surrounding neighborhood.

Multi-Media Audit by US EPA Region VI completed in January 1991
resulted in admistrative finding of approximately 18 alleged
violations of NPDES permit (Docket Nos. VI-91-1098 and VI-92-
1619). Proposed resolution, i.e. assessment of a Class II
penalty, currently under negotiation.

Seller timely reapplied for re-issuance of its NPDES permit. The
new permit included revised language prohibiting the discharge of
any process water. An adjudicatory hearing has been requested
for the purpose of restoring the former permit language. Time
would be necessary to effect modifications to the plant drainage
systems under the revised permit conditions.
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ESATNV18
Engineering-Science ANALYTICAL RESULTS SUMMARY Page 1 of 1

ES Job No. ZA060
Client DON BOYLE, ES ATLANTA
Project UGTC, PORT NBCHE, TX
Date Collected 11/16/88

Sample Matrix:
/ X / Water

Supervisor Approval:

Date Received 11/17/89

Field Sample No.
Laboratory Sample No.

Parameter

ARSENIC, a«/L *

BARIUM, H8/L *

CADMIUM, n«/L *

CHROMIUM, B«/L *

LEAD, n*/L *

MERCURY, i«/L *

SELENIUM, i*/L *

SILVER, ««/L *

PN-WW-1
89111221

<0.01

<5.0

<0.05

<0.10

<0.20

<0.02

<0.01

<0.10

/ /
/X /

PN-SL-1
89111222

<0.01

<5.0

<0.05

<0.10

<0.20

<0.02

<0.01

<0.10

Soil
Other: POND SEDIMENT

PN-WW-2
89111223

<0.01

<5.0

<0.05

<0.10

<0.20

<0.02

<0.01

<0.10

VI

EPA
Method

7061

7080

7130

7190

7420

7470

7741

7760

Date
of

No. Analysis

11/20

11/21

11/20

11/20

11/20

11/21,22

11/20

11/21

* Concentration In TCLP Leachate Per Title 40 CFR, Part 268, Appendix 1.



PtLtt
SAVANNAH LABORATORIES

AND ENVIRONMENTAL SERVICES, INC.
MOBILE, ALABAMA DIVISION

3707 Cottage Hill Road (366O9)
K a Box 9248 • Mobile. AL 36691-0248

Phone (205) 666-6633 • fax (205) 666-6696

Mr. David Jones
Engineering Science Laboratory
2585 Chantilly Dr. NE
Atlanta, GA 30324

LOG NO: 89-9674

Received: 20 NOV 89

PARTIAL
REPORT OF ANALYTICAL

LOG NO SAMPLE DESCRIPTION , LIQUID SAMPLES

9674-1 89-11-1221 11/15/89
9674-2 89-11-1223 11/16/89

PARAMETER

TCLP extraction - non-volatile
Phases
% Solids
% that passes 9.5 mm sieve
pH (7.12.2)
PH (7.12.4)
Extraction Fluid
Semivolatiles in TCLP extract
Bis(2-chloroethyl)ether (TCLP), mg/1 «»
Cresol o,a,p (TCLP), mg/1
1,2-Dichlorobenzene (TCLP), mg/1
1,4-Dichlorobenzene (TCLP), mg/1
2,4-Dinitrotoluene (TCLP), mg/1
Hexachlorobenzene (TCLP) , mg/1
Hexachlorobutadiene (TCLP) , mg/1
Hexachloroethane (TCLP), ag/1
Nitrobenzene (TCLP), mg/1
Pentachlorophenol (TCLP) , mg/1
Phenol (TCLP), mg/1
2,3,4,6-Tetrachlorophenol (TCLP). mg/1
2,4,5-Trichlorophenol (TCLP), mg/1
2,4,6-Trichlorophenol (TCLP), mg/1

RESULTS

PN-WW-1

9674-1

1
<0.5%
100%
7.4
NA
NA

<0.010
<0.010
<0.010
<0 . 010
<0.010
<0.010
<0.010
<0 . 010
<0.010
<0.050
<0.010
<0.010
<0.010
<0.010

PN-WW-2
9674-2

2
23%

100%
8.4
5.8
#2

<0.010
<0.010
<0.010
<0.010
<0.010
<0.010
<0.010
<0.010
<0.010
<0.050
<0.010
<0.010
<0.010
<0.010

Page 1

SAMPLED BY

Client



U

w. HLO.
SAVANNAH LABORATORIES

AND ENVIRONMENTAL SERVICES, INC.
MOBILE, ALABAMA DIVISION

3707 Cottage HOI flood (366O9)
P. Oi Box 9249 • Mobile. AL 36691-0248

Phone (205) 666-6633 • Fax (205) 6664696

Mr. David Jones
Engineering Science Laboratory
2585 Chantilly Dr. NE
Atlanta, GA 30324

LOG NO: 89-9674

Received: 20 NOV 89

PARTIAL

LOG NO

9674-1
9674-2

PARAMETER,

REPORT OF ANALYTICAL RESULTS Page 2

SAMPLE DESCRIPTION , LIQUID SAMPLES SAMPLED BY

89-11-1221 11/15/89
89-11-1223 11/16/89

Client
PN-WW-1 PN-WW-2
9674-1 9674-2

Pesticides in TCLP extract
Chlordane (TCLP), ug/1
Endrin (TCLP), ug/1
Heptachlor (& hydroxide) (TCLP), ug/1
Lindane (g-BHC) (TCLP), ug/1
Methoxychlor (TCLP), ug/1
Toxaphene (TCLP), ug/1
Herbicides in TCLP,«9/I
TCLP extraction volatiles ZHE
Phases
% Solids
% that passes 9.5 mm sieve

<0.20
<0.10
<0.10
<100

<0.20
<0.10
<0.10
<100

<0.5
100

2
22 %
100 %



FfcJX
SAVANNAH LABORATORIES

AND ENVIRONMENTAL SERVICES, INC.
MOBILE, ALABAMA DIVISION

3707 Cottage HUl Road (36609)
P. a Box 9248 • Mobile. AL 36691-0248

Phone (205) 666-6633 • Box (205) 6664696
LOG NO: 89-9674

Received: 20 NOV 89

Mr. David Jones
Engineering Science Laboratory
2585 Chantilly Dr. NE
Atlanta, GA 30324

PARTIAL

LOG NO

9674-1
9674-2

PARAMETER

REPORT OF ANALYTICAL RESULTS Page 3

SAMPLE DESCRIPTION , LIQUID SAMPLES SAMPLED BY

89-11-1221 11/15/89
89-11-1223 11/16/89

Client
PN-WW-1 PN-WW-2
9674-1 9674-2

Volatile* in TCLP extract
Acrylonitrile (TCLP), ug/1
Benzene (TCLP), ug/1
Carbon disulfide (TCLP), ug/1
Carbon tetrachloride (TCLP), ug/1
Chlorobenzene (TCLP), ug/1
Chloroform (TCLP), ug/1
1,2-Dichloroethane (TCLP), ug/1
1,1-Dichloroethylene (TCLP), ug/1
Isobutanol (TCLP), ug/1
Methylene Chloride (TCLP), ug/1
Methyl ethyl ketone (TCLP), ug/1
Pyridine (TCLP), ug/1
1,1,1,2-Tetrachloroethane (TCLP), ug/1
1,1,2.2-Tetrachloroethane (TCLP), ug/1
Tetrachloroethylene (TCLP), ug/1
Toluene (TCLP), ug/1
1.1.1-Trichloroethan* (TCLP), ug/1
1.1.2-Trichloroethane (TCLP), ug/1
Trichloroethylem (TCLP), ug/1
Vinyl chloride (TCLP), ug/1
Styrene, ug/1
Ethylbenzene, ug/1

<5000
<500
<500
<500
<500
<500
<500
<500

<10000
<500
<1000

<100000
<500
<500
<500
<500
<500
<500
<500
<1000
17000
1800

<1000
420
<100
<100
<100
<100
<100
<100
<2000
<100
<200

<20000
<100
<100
<100
<160
<100
<100
<100
<200
1800
11000



W. Artni. HUX
SAVANNAH LABORATORIES

AND ENVIRONMENTAL SERVICES. INC
MOBILE, ALABAMA DIVISION

3707 Cottage HW Road (36609)
R Q Box 9248 • Mobile. AL 36691-0248

Phone (205) 666-6633 • Fax (205) 666-6696
LOG NO: 89-9674

Received: 20 NOV 89

Mr. David Jones
Engineering Science Laboratory
2585 Chantilly Dr. NE
Atlanta, GA 30324

PARTIAL
REPORT OF ANALYTICAL RESULTS

LOG NO SAMPLE DESCRIPTION , SOLID OR SEMISOLID SAMPLES

9674-3 89-11-1222 11/15/89 PN-SL-1

PARAMETER 9674-3

Page 4

SAMPLED BY

Client

TCLP extraction - non-volatile
Phases
% Solids
% that passes 9.5 mm sieve
pH (7.12.2)
pH (7.12.4)
Extraction Fluid
Semivolatiles in TCLP extract
Bis(2-chloroethyl)ether (TCLP), mg/1 ,
Cresol o,m,p (TCLP), mg/1
1,2-Dichlorobenzene (TCLP), mg/1
1,4-Dichlorobenzene (TCLP), mg/1
2,4-Dinitrotoluene (TCLP), mg/1
Hexachlorobenzene (TCLP), mg/1
Hexachlorobutadiene (TCLP), mg/1
Hexachloroethane (TCLP), mg/1
Nitrobenzene (TCLP), mg/1
Pentachlorophenol (TCLP), mg/1
Phenol (TCLP), mg/1
2,3,4,6-Tetrachlorophenol (TCLP), mg/1
2.4.5-Trichlorophenol (TCLP), mg/1
2.4.6-Trichlorophenol (TCLP), mg/1

1
100%
100%
8.7
1.5
#1

<0.010
<0.010
<0.010
<0.010
<0.010
<0.010
<0.010
<0.010
<0.010
<0.050
<0.010
<0.010
<0.010
<0.010



iL SAVANNAH LABORATORIES
w A—* FUX AJW ENVIRONMENTAL SERVICES, INC.

MOBILE, ALABAMA DIVISION
3707 Cottage HiU Road (36609)

P. OL Box 9248 • Mobile, AL 36691-0249
Phone (205) 6664633 • Fax (205) 6664696

LOG NO: 89-9674

Received: 20 NOV 89

Mr. David Jones
Engineering Science Laboratory
2585 Chantilly Dr. NE
Atlanta, GA 30324

PARTIAL
REPORT OF ANALYTICAL RESULTS Page 5

LOG NO SAMPLE DESCRIPTION , SOLID OR SEMISOLID SAMPLES SAMPLED BY

9674-3 89-11-1222 11/15/89 PN-SL-1 Client

PARAMETER 9674-3

Pesticides in TCLP extract
Chlordane (TCLP), ug/1 <1.0
Endrin (TCLP), ug/1 <0.20
Heptachlor (& hydroxide) (TCLP), ug/1 <0.10
Lindane (g-BHC) (TCLP), ug/1 <0.10
Methoxychlor (TCLP), ug/1 <100
Toxaphene (TCLP), ug/1 <10
Herbicides in TCLP, w) // <I.O
TCLP extraction volatiles ZHE
Phases " 2
% Solids 94 %
% that passes 9.5 nn sieve 100 %



Ltatth
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W.

SAVANNAH LABORATORIES
AND ENVIRONMENTAL SERVICES, INC.

MOBILE, ALABAMA DIVISION
3707 Cottage Hill Road (36609)

P. a Box 9248 • Mobile, AL 36691-0248
Phone (205) 666-4633 • Fax (205) 6664696

Mr. David Jones
Engineering Science Laboratory
2585 Chantilly Dr. NE
Atlanta, GA 30324

LOG NO: 89-9674

Received: 20 NOV 89

PARTIAL
REPORT OF ANA1

LOG NO SAMPLE DESCRIPTION , SOLID OR

9674-3 89-11-1222 11/15/89

PARAMETER

Volatiles in TCLP extract
Acrylonitrile (TCLP), ug/1
Benzene (TCLP) , ug/1
Carbon disulfide (TCLP), ug/1
Carbon tetrachloride (TCLP), ug/1
Chlorobenzene (TCLP) , ug/1
Chloroform (TCLP) , ug/1
1,2-Dichloroethane (TCLP), ug/1
1,1-Dichloroethylene (TCLP), ug/1
Isobutanol (TCLP), ug/1 <*
Methylene Chloride (TCLP), ug/1
Methyl ethyl ketone (TCLP), ug/1
Pyridine (TCLP), ug/1
1,1,1,2-Tetrachloroethane (TCLP), ug/1
1,1,2,2-Tetrachloroethane (TCLP), ug/1
Tetrachloroethylene (TCLP) , ug/1
Toluene (TCLP), ug/1
1, 1, 1-Trichl or o« thane (TCLP), ug/1
1,1,2-Trichloroethawi (TCLP), ug/1
Trichloroethylen* (TCLP), ug/1
Vinyl chloride (TCLP), ug/1
Styrene , ug/1
Ethylbenzene , ug/1

.YTICAL RESULTS

SEMI SOLID SAMPLES

PN-SL-1

9674-3

<5000
<500
<500
<500
<500
<500
<500
<500

<10000
<500
<1000

<100000
<500
<500
<500
<500
<500
<500
<500
<100
760

13000

Page 6

SAMPLED BY

Client

REFERENCE: EPA SW-846

Smith



PARTB
QUESTION NOS. 1 & 2



[Butadiene Plant Site,
et al._50%]

GENERAL WARRANTY DEED

THE STATE OF TEXAS )
) ss: KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF JEFFERSON )

THAT, THE B.F. GOODRICH COMPANY, a New York corpora-

tion, having a place of business in Jefferson County, Texas

(hereinafter called "GRANTOR"), for a valuable consideration

to it in hand paid by TEXACO BUTADIENE COMPANY, a Delaware

corporation, having a place of business in Jefferson County,

Texas (hereinafter called "GRANTEE"), the receipt and suffi-

ciency of which is hereby acknowledged, has GRANTED, SOLD and

CONVEYED, and by these presents does GRANT, SELL and CONVEY

unto-GRANTEE all of its undivided fifty percent (50%) interest

in and to the following described real property, together

with all buildings, structures, facilities, plants and other

improvements thereon, and all easements and rights of way

appurtenant thereto, to-wit:

BUTADIENE PLANT SITE

Parcel No. 8A

A tract of land designated as "Parcel No. 8, Part A" on

Sheets 1, 1-A, 2, 3, 4, 5, 6, 8, and 9 of a Drawing prepared

by C. A. Thompson, Engineers & Surveyors dated as follows:

Sheet 1, 9/1/80; Sheet 1-A, 9/16/80; Sheet 2, 9/28/80;



r
i

Sheet 3, 9/25/80; Sheet 4, 9/20/80; Sheet S, 9/20/80>{-She4t~- Site,

6, 9/26/80; Sheet 8, 9/17/80; sheet 9, 9/28/80"acd'the"follow-

ing Sheets were revised by E. E. Fischer, Registered Public - '

Surveyor, No. 1432, of the firm of~Deevy"& Shannon on

December 22," 1980: Sheets 1, 1-A, 6, 9;_said tract being__

located in Jefferson County, Texas and part of' and"out"of "".

Division No. 3 and Division No. 4 of the T. F. McKinney

League, Abstract 4l and-more"fully-described as»follows:r~:rs-

EEGINNING at a point which is located 1820.55 -feet N 8-°. 16»-

22" E and 110.00 feet N 81° 43'-38" W from the southeast^

corner of the T. F. McKinney League, Division 3, said-point

being the Place of Beginning for the tract- described-here-lir;

THENCE N 8° 16' 22" E 10,697.79 feet to a-point-for-a-1 corner;

THENCE N 5° 37' 38" W 62.44 feef- to a concrete monumehWor a
corner; ".- - . . : . : . • • • -

THENCE continuing N 5e:37'- 38" W 209.85 feet to a point for a

corner, said point being a galvanized steel comer post for a
chain link 'fence; :.

•

THENCE S 8° 13' 26" W 246.45 feet to a galvanized steel fence
'corner post for a corner; • . ;



THENCE N 81°~42' 107" ̂W .293 .76." feet • to^a ̂galvanized-!steeî :i- r "

fence corner'post for;'a: corner; -.-•'-- '•, r :" " — -~? ~-"'- -------

THENCE N 8° IS1 20" E 549.44 feet to a point for::a corner;

THENCE N 80° 39' 28" W 74.84 feet to a point for "a corner; -•

THENCE N 7° 41r 19" E 383.41 feet to a :point for :a:corner,

said point being at the intersection with a curve to the

left;

THENCE along said curve left whose long chord is 417.86"feet

and bears N 65^ 04' :;"25!'.-.W_and;has a-radius of 732.05- fe'etr'to

a concrete monument for a corner;

THENCE N 31° 41' 38" W 600.7 feet to a concrete monument for

a corner, said point being at'-the -intersecti-orf of a 'curve -to ~

the right;

THENCE- along said" curve "right whose :ldiig ̂hordr-is"' 301 .~46 "feet

and bears N 70° 45' 21" W and a radius of 794.38 feet to-a-

point for a corner, said point being in the west line of

Division No. 3 T. F. McKinney League;

THENCE" S 8° 16'..' 22" W'938.73 feet to a concrete monument for

a corner;



s 81- 43- 38, H- 40.00 ;feet ta.

TKE*CE s 8- 16- 22. w 589.38 feet to a concrete »o™ent &r
a corner;

*THENCE N 81° 43' 38" W 18.00 feet to a point for a comer;

*THENCE S 8° 16' 22" -W 443.18 feet to a point for :a -corner;

*THENCE N 81° 43' 38" W 460.00 feet to a point for a corner;

*THENCE N 8° 16' 22" E 313.18 feet to a point for a corner;

*THENCE N 81° 43'- 3S"-: W. 502.00 feet to a point for a corner;

*THENCE S 8°- 16'- 2-2"-• W 1796.87- feet 'to a concrete monument, for

a corner; _ . • . . : :- '•• -- -

THENCE S 81° 43' 38" E 95.00 feet to a point for a corner;

THENCE N 8° 16' 22" E 200.00 feet to a point for a corner;.

THENCE S 81° 43'- 38-" E 355..50 feet to & point for a corner;

Based on Deevy & Shannon Survey, Drawing No. 8045-1, dated
12/22/80.

-4-



THENCE S 8° 16-' 22" W-200.00 feet to a point for a corner;
<•.»

THENCE S 81° 43' 38" E 49.00 feet to a point for a comer/:-/

TEENCE N 8° 16' 22" E 100.00 feet to a point for a corner;

THENCE S 81° 43' 38" E 100.00 feet to a point for a corner;

THENCE S 8° 16' 22" W 100.00 feet to a point for a corner;

THENCE S 81° 43' 38" E 300.50 feet to a point for a corner;

TEENCE S 64° 22' 23" E 41.SI feet to a monument for a corner,

said point being in the north "line "of Texas HighwayFM-366;"'

THENCE "S 8° 16' 22" W '288.83 feet to a concrete monument for r

a corner; said point being in the intersection of Division

No. 3 and Division No. 4 of the T. F. McKinney League;

THENCE N 81° 43' 38" W 940.00 feet to a point for a-corner;

THENCE S 8° 16' 22" W 1967.22 feet to a point for a corner;

THENCE S 82° 35' 38" E 940.10 feet to a concrete monument for

a corner, said point being at the intersection of Division 3

and Division 4, T. F. McKinney League;

-5-



THENCE S 8- 16- 22" W 6117.93 feet, to, a- point for a,cprner,

said point being in the west line of Division No. 3 and east

line of. Division 4, T. F. McKinney League;

THENCE S 81" 43' 38" E 1734.44 feet to the Place of Beginning

£nd containing 534:31 acres more or less, with the following

exceptions which are not conveyed herein:

WASTE WATER TREATMENT PLANT - PARCEL NO. 6
as described on the C.A. Thompson Survey

Easement to Jefferson County (15 0 ft x
10,697.79 ft.)

Main Street Easement (40.0 x 938.73 ft.)

park Road Easement (95.0 x 1796.87 ft.)

Drainage District No. 7 Easement (35.45 x
.1967.22 ft.)

Drainage District No. 7 Easement

Houston Pipeline Co. Easement

Exxon Gas System, Inc. Easement

Texas Highway FM-366 Easement

TOTAL EXCEPTIONS

TOTAL USEABLE ACREAGE • - • - ; . - - - •

AND:..

•Parcel No. SB

A tract of land designated as "Parcel No. 8, Part B" on Sheet

6 of Drawing prepared by c. A. Thompson, Engineers & Surveyors

under date of 9/26/80 as revised by H. E. Fischer, Registered

Public Surveyor, No. 1432, of the firm of Deevy & Shannon on

December 22, 1980, said tract being located in Jefferson

39.6045 Acres

3.6838 Acres

0.8620 Acres

... 3,. 9188 Acres

1.5987 Acres

0.9418 Acres

0.3402 Acres

0.2732'Acres

_3. 7500 Acres

54.9730 Acres

479.34 Acres



County, Texas "and part of'and out of Division No,- 3 and r.

Division No. 4 of-the. T. F.̂ McKinney League, Atistract4 !̂ and

more- fully described as follows:

BEGINNING at a point which is located N 81° 43' 38" W 110.00

feet and N 8°.16' 22" E 12,726.47 feet from the southeast

corner of Division No. 3, T. F. McKinney League, said point

being the PLACE OF BEGINNING:

THENCE N 5° 37' 38" W 329.06 feet to a concrete monument for

• a corner, said point being at the intersection of a curve to

the left;

THENCE along said curve to the left whose long chord is 36.79

feet and N 7° 02' 11" W and a radius of 782.05 feet to a

concrete monument for a corner;

THENCE S 81° 43' 38" E 88.72 feet to a point for a curve;

THENCE S 8° 16' 22" W 354.91 feet to the place of BEGINNING,

' containing 0.3578 acres more or less, excepting a 15 foot

wide strip and 354.91 feet long (an easement to Jefferson

County) containing 0.1118 acres more or less, leaving a total

of 0.2465 acres useable land.

AND:



Parcel No. 9 (RIVER PUMP HOUSE) - - " " ' " • - • ; '-.- : ' •• -

A-tract of land designated as " "River"Pump 'House '--"

Parcel No. 9" on Sheet 7 of Drawing prepared by C. A. Thompson,

Engineers and Surveyors under date of 9/21/80, said tract

also being a part of Tract 3 of Group A described in Deed

dated April 19, 1955 to Goodrich-Gulf, Inc. from RUBBER

PRODUCING DISPOSAL COMMISSION, as recorded in the Deed Records,

Jefferson County, Texas (Vol. 975, page 197), and being

located in Jefferson County and part of and out of the Joseph

Grigsby League, Abstract 27, and more fully described as

follows:

BEGINNING at a concrete monument which is N 8° 16'

22" E 16,774.06 feet and N 81° 43' 38" W 1,320". 95 " feet "from "'"

the southeast corner of Division 3, T.--F. McKinney League for

the PLACE OF BEGINNING;

THENCE N 8° 16' 22" E 828.11 feet to a point of

intersection with-"the Mean Low Gulf Level on the south side

of the Neches River for a corner;

THENCE - in a southeasterly direction "following the

meanders of the Mean""Low Gulf Level on the south side of the

Neches River S 66° 50' 39" E 310.41 feet to a point for'a

corner; - • . . - . . _ . . . . . . .: .

THENCE S 8° 16' 22" W 748.38 feet to a point for a

corner, said point being in the north line of Grigsby Dr.

formerly Avenue "A";

-8-



THENCE N 81° 43' 38','. W 300.00 feet along the north

line of Grigsby Dr.."to the PLACE'OF-BEGINNING; -containing -

5.4286 acres more or less. ' " . . . - .

AND:

TWENTY-FOOT STRIP ON SOUTH END '

Parcel No. 10A . • -

A twenty-foot wide strip of land designated as '

Parcel No. 10A on Sheet 1 of Drawing prepared by C. A. Thompson,

Engineers & Surveyors under date of 9/1/80 as revised by

H. E. Fischer, Registered Public Surveyor, No. 1432, of the

firm .of Deevy & .Shannon on December 22, 1980, said land being

part of and out of Division No. 3 of the T. F. McKinney

League, Abstract 'No- 41, in Jefferson- County, .-Texas being .-'-:~

more particularly described as follows:

BEGINNING, at the Southeast corner of Division No. 3

of the T. F. McKinney League, thence N 81° 43' 38" W along

the south line of Division No. 3 a distance of 429.72 feet to

a monument for the PLACE. OF BEGINNING (said monument being.

located at the Southwest corner of Stine Road);.

THENCE N 39° 02' 22" E 300.90 feet to a point in

the south right-of-way of State Highway 347 for a corner;

THENCE along said Highway right-of-way N 50° 57* -

38" W 20 feet to a point for a corner;

THENCE S 39° 02' 22" W 312.80 feet to a point in

the south line of said Division No. 3 for a corner;



THENCE S 81° 43' 38"-E 23 .'28 feet .to . the PLACE .OKI-

BEGINNING, containing 0.1386 acres, more or less... - -.̂ :_;- :

AND:

THIRTY-FOOT STRIP ON SOUTH END

A tract of land designated as "Parcel No. 10,

Part B," and shown on Sheet 1 of Drawing prepared by C. A.

Thompson, Engineers & Surveyors, dated September 1, 1980 as

revised by H. E. Fischer, Registered Public Surveyor, No. 1432,

of the firm of Deevy & Shannon, on December 22, 1980, said

tract being out of and part of Division No. 3 of the T. F.

McKinney League, Abstract No. 41, located in Jefferson.County,

Texas, and more particularly described as follows:

'BEGINNING at a concrete monument which is located 878.93

feet N 8° 16' 22" E and 125 feet N 81° 43' 38" W from the.. .

southeast corner of the T. F. McKinney League, Division 3,

and said point being the Place of Beginning of the.tract.- •

described herein; - .

THENCE N 81° 43' 38" W 30.00 feet to a concrete monument

for a corner, said point being the northeast corner of Texas

Highway Department land for improvements to Texas Highway No.

347;

THENCE S 8° 16' 22" W 358.82 feet to a point for a

corner;
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THENCE S 39° 02' 22" W 226.54. feet to.a .point .in. the-..-

north line of Highway No. 347 for a corner; • - -7

THENCE S 50° 57' 38" E along the north line of Highway •

No. 347 30.00 feet to a. point for a corner;

THENCE N 39°'02' 22" E 234.79 feet to a concrete monument

for a corner;-

THENCE N 8° 16' 22" E 367.08 feet to the Place- of

Beginning, and containing 0.41 acres more or less. - -

OUTFALL CANAL

Parcel 11A

A tract of land being part of a tract of land

designated as "The Outfall Canal -'Parcel 11A," on sheet.10

of Drawing prepared by C. A. Thompson, Engineers and Surveyors

under date of 9/22/80, said tract belonging to The Texas

Company and being out of and part of the T. ?. McKinney •

League and conveyed as an easement for said outfall canal,

and more fully described as follows:

BEGINNING at the southeast corner of Division,3,

T. F. McKinney League, Abstract 41, located in Jefferson

County, Texas N 8° 16' 22" E 10,513.01 feet and on the east

line of Division 3 for the PLACE OF BEGINNING.
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THENCE S 82° 09' 38" E 98.04 .feet to a point in the

west right-of-way line of the Kansas City Southern Railroad,

and continuing on this same tangent another 62.32 feet to a

point in the east right-of-way line of said railroad; THENCE

continuing on this' same tangent another 138.22 feet to a

point for a corner <a total distance of 298.58 feet);

THENCE S 66° 29' 08" E 325.89 feet to a point for a

corner;

THENCE S 82° 09' 38" E 2399.06 feet to a point for

a corner, said point being a 2" iron pipe in the west right-of-way

line of the Old Port Neches - Groves Road;

THENCE S 7° 49' 34" W 100.00 feet to a 2" iron pipe

for a. corner; • ' ' . " ' . . - ; " :

THENCE N 82° 09" 38" W 2412.90 feet to a point for :

a corner; ' . . •

THENCE N 66° 29' 08" W 72.36 feet to a point for a

corner;

THENCE N 82° 09' 38" W 182.82 feet to a point in

the east right-of-way line of the above .mentioned railroad;

THENCE on this same tangent another 86.80 feet to a point in

the west right-of-way line of said railroad; THENCE another

260.52 feet to a concrete monument for a corner; a total

distance of 530.14 feet.

THENCE N 8° 16' 22" E 168.51 feet to a concrete

monument the PLACE OF BEGINNING, containing 7.58339 acres

more or less, excepting a KCS Railroad right-of-way of 0.288

acres more or less, leaving 7.29539 acres.
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AND

Parcel No. 11B

A tract of land designated as "The Outfall Canal -

Parcel 11B," on sheet 10 of drawings prepared by C. A. Thompson,

Engineers and Surveyors under date of 9/22/80, said land

being out of and part of the T. F. McKinney League and the

Joseph Grigsby League, Abstracts 41 and 27 respectively,

located in Jefferson County, Texas and said land being the

same land of the old Federal Facilities Corporation, said

tract being part of Tract 4 of Group A described in Deed

dated April 19, 1955 to GOODRICH-GULF CHEMICALS, INC. from

RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION, as recorded

in the Deed Records, Jefferson County, Texas (vol. 975, page

197), and being located in Jefferson County, Texas and more

particularly described as follows:

BEGINNING at a 2" iron pipe in the east line of the

Old Port Neches-Groves Road for the PLACE OF BEGINNING..

THENCE S 82° 12' 26" E 1017.7 feet to a point for a

corner, said point, being the east line of the T.F. McKinney-.

League, Abstract 41 and the west line of the Joseph Grigsby

League, Abstract 27;

THENCE N 7° 43' 34" E 28.4 feet to a concrete

monument for a corner;

THENCE S 82° 15' 26" E 597.2 feet to a concrete

monument for a corner; said monument being in the west line

of Orchard Avenue; - .
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THENCE S 7° 44' 34" W 218.9 feet to a 2" iron pipe

for a corner;

THENCE N 82° 15' 26" W 467.23 .feet to a concrete

monument for a corner; • ;

TEENCE N 47° 29' 26" W 158.13 feet to a monument

for a corner;•

THENCE S 7° 42' 34" W 25.47 feet to a concrete

monument for a corner;

THENCE N 82° 12" 26" W 1017.93 feet to a concrete

monument for a corner;

THENCE N 7° 49' 34" E 125.8 feet to the PLACE OF

BEGINNING, Containing 5.80574 acres more or less.

AND:

Parcel lie

A tract of land designated as "The Outfall Canal -•

Parcel 11C," on sheet 11 of drawing prepared "by C.A. Thompson,

Engineers and Surveyors under date of 10/27/80, said tract." .-

being out of and part of the old Federal.Facilities Corpora-

tion tract and in "and part of the Joseph Grigsby League,

Abstract No. 27, located in Jefferson County, Texas, said

tract being part of Tract 5 of Group A described" in Deed

dated April 19, 1955 to GOODRICH-GULF CHEMICALS, INC. from

RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION, as recorded
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in the Deed Records, Jefferson.County, Texas (vol. 975̂ - page

197), and being located in Jefferson County, Texas, and more

particularly described as follows: - '-

BEGINNING at the southwest corner of Lot No. 26,

Neches Gardens Subdivision, said point being a concrete

monument located in the eastern right-of-way line of Orchard

Avenue;

THENCE S 7° 43' 34" W 52.69 feet to a concrete

mounument for the PLACE OF BEGINNING:

THENCE S 78° 38' 23" E 606.69 feet to a point for a

corner;

THENCE S 57° 04' 16" E 105.31 feet to a point for a

corner;

THENCE S 39° 04" 31" E 1563.39 feet to a concrete

monument for a comer; said point being in the centerline of

an old abandoned road;

THENCE S 7° 44' 34" W 217.93 feet to a point near a

fence post for a corner, said point also being in the center-

line of an old abandoned road;

THENCE N 39° 04' 31" W 1693.84 feet to a concrete

monument for a corner;

THENCE N 54° 45' 44" W 36.11 feet to a concrete

monument for a corner; - • .

THENCE N 77° 45' 55" W 575.34 feet to a point in

the east line of Orchard Avenue for a comer, said point

being near a pipeline;
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THENCE N 7° 43' 34" E 150.00 feet"to"the PLACE "OF-"

BEGINNING, Containing 8.2861 acres moire or. less. ? --l-~- '-'•

AND:

Parcel IIP •

A tract of land designated as "The Outfall Canal -

Parcel 11D," on sheet 12 of Drawing prepared by C. A. Thompson,

Engineers and Surveyors under the date of 9/24/80, said land

being out of. and part of the Joseph Grigsby League Abstract

No. 27, located in Jefferson County, Texas, said tract being

part of Tract 5 of Group A described in Deed dated April 19,'

1955 to GOODRICE-GULF CHEMICALS, INC. from RUBBER PRODUCING

FACILITIES DISPOSAL "'COMMISSION, as recorded in the Deed

Records, Jefferson County, Texas -(vol. 975, page 197), and -

more particularly described as follows:

BEGINNING at a concrete monument which is located

S 7° 44' 34" W 919.3 feet from the"northeast corner of the '

Landfill, Parcel 7A, said point being in the centerline of an

old abandoned road and said point being the PLACE OF BEGINNING

for this tract;

THENCE S 65° 05' 26" E 972.86 feet to a point for a

corner;

THENCE N 7° 37' 34" E 41.90 feet to a point for a

corner; . .

THENCE S 72° 09' 26" E 484.28 feet to a concrete

monument for a corner; said point being in the west line of

Grossie Road (now closed);
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THENCE S 39° 14' 34" W 322.3 feet to a concrete ;

monument for a corner; :. ̂  .- : - -

THENCE N 72° 09' 26" W 312.60 feet to a point for a

corner;

THENCE N 7° 37' 34" E 53.5 feet to a point for a

corner;

THENCE N 65° 05' 26" W 973.3 feet to a concrete,

monument for a corner; . .

THENCE N 7° 44' 34" E 209.30 feet to the PLACE OF

BEGINNING, containing 7.2138 acres, more or less.

AND:

Parcel HE

A tract of land designated.as "The Outfall Canal -

Parcel HE," on Sheet 12 of Drawing prepared by C. A. Thompson,

Engineers and Surveyors under date of 9/24/80, said tract

being out of and part of the Joseph Grigsby League Abstract

27 and the Burr and Caswell Survey No. 3, Abstract No..393,

located in Jefferson County, Texas, said tract being part of -

Tract 7 of Group A described in Deed dated April 19, 1955 to

GOODRICH-GULF CHEMICALS, INC. from RUBBER PRODUCING FACILITIES

DISPOSAL COMMISSION, as recorded in the Deed Records, Jeffer-

son County, Texas (vol. 975, page 197), and being located in

Jefferson County, Texas, and more particularly described as

follows:
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BEGINNING at a point which is"located-in-.the north-

westerly line of Lot'6, Block 8, Range B of the Port'Arthur

Land Co. Survey and S 39° 14' 34" W along said northwesterly ;

line of Lot 6, Block 8, Range B a distance of 138.7 feet from

the. northwest corner of said Lot 6, Block 8, Range B, said

point being in the'easterly line of a formerly dedicated 40 -

foot wide road commonly known as Grossie Road (now closed)

for the PLACE OF BEGINNING;

THENCE N 84° 20' 54" E 196.8 feet to an iron rod

for a corner;

THENCE N 50° 45' 26" W 26.6 feet to an iron rod for

a corner;

THENCE S 84° 24' 06" E 801.4 feet to an iron rod

-for a corner;

THENCE 'S 50° 45' 26" E 74.85̂  feet- to. an iron- rod -

for a corner;

THENCE N 52° 08' 54" E 847.38 feet to an iron rod

for a corner; said point being in the southwesterly right-of-

way line of a county road known as the Port Neches-Atlantic

Road;

THENCE S 50° 45' 06" E 102.6 feet to-an iron rod

for a corner;

THENCE S 52° 08' 54" W 995.23 feet to a point for a

corner;

THENCE N 84° 24' 06" W 541.26 feet to a point for a

corner;
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THENCE N 50° 45' 26" W 51.03, feet to_an iron rpd-..->

for a comer; - - -... /* ...- ...

THENCE S 84° 20' 54" W 596.81 feet to an iron rod•

for a comer;

THENCE N 39° 14' 34" E 282.32 feet to the PLACE .OF

BEGINNING, containing 7.1433 acres more or less.-

AND:

Parcel 11F

A tract of land designated as "The Outfall Canal - •

Parcel 11F," on sheet 12 of Drawing prepared by C. A. Thompson,

Engineers and Surveyors under date of 9/24/80, said_land

being a part of the Federal Facilities Corporation land, out

of the Emma Beaumont and Grinnell-Texas Company lands.put_of

the B.urr & Caswell Survey Number 3, Abstract No. 393, County

of Jefferson, State of Texas, (said tract'not traversed),

said tract being part of Tract 8 of Group A described in Deed

dated April 19, 1955 to GOODRICH-GULF CHEMICALS, INC. from .-

RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION, as recorded

in the Deed Records, Jefferson County, Texas (vol. 975, page

197), and being located in Jefferson County, Texas, and being

described more particularly as follows:
•

BEGINNING at a point which is located by commencing

at a point on the centerline of the Port Neches-Atlantic

County Road, said point being the most easterly comer of
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Lot 8, Block 8, Range B and the most southerly corner, .of-

Lot 5, Block 8, Range A of the Port Arthur Land Company

Survey;

THENCE at a right angle to the centerline of said

county road a distance of 50.0 feet to the northeasterly

right-of-way line of said Port Neches-Atlantic County Road;

THENCE S 50° 45' 06" E along the northeasterly

right-of-way line of said county road a distance of 10.9 feet

intersecting the northwesterly line of the Emma Beaumont

tract and for a total distance of 63.15 feet to the said

point of beginning of this tract;

THENCE N 45° 51' 14" E at 1,035 feet intersect a

meander line between the Emma Beaumont tract and the;Grinnell-

Texas Company tract and for a total distance of 7.072.00 feet

to a point in the Neches River for a corner;

THENCE S 44° 08' 46" E, for a distance of 100 feet

to a point for a corner (said point being located in the

Neches River);

THENCE S 45° 51' 14" W, at 5,980 feet intersect a

meander line between the Grinnell-Texas Company tract and the

Emma Beaumont tract and for a total distance of 7,060 feet to
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a point of intersection with the northeasterly right-of-way
,̂ ~*-

line o.f the said Port Neches-Atlantic County road;

THENCE N 50° 45' 06" W a distance of 100.67 feet

along the northeasterly right-of-way line of the aforesaid

Port Neches-Atlantic.County Road to the point of beginning,

and containing 16.22 acres, more or less.

This conveyance is made subject to all validly

existing easements, rights of way, licenses, restrictive

covenants and reservations of record as of the date hereof

pertaining to the fifty-percent undivided interest in the

above-described property conveyed herein.

TO HAVE AND TO HOLD the fifty-percent undivided

interest in the above-described property, together with all

and singular the rights and appurtenances thereto in anywise

belonging, unto GRANTEE, its successors and assigns forever.

And GRANTOR does hereby bind itself, its : successors and

assigns, to WARRANT AND FOREVER DEFEND all and singular said

undivided interest in said property unto GRANTEE, its successors

and assigns, against every person whomsoever lawfully claiming

or to claim the same, or any part thereof.

Executed this 29th day of December, 1980.

THE B.F. GOODRICH COMPANY

Bv
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